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r an Executive Director of the Bank of England, who was one of the three 
ri top British officials visiting Washington last month for financial discussions 
U with the new Administration 
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A Financial Notebook 


Article VIII 


QuigTLy, unobtrusively, in the 
middle of last month the leading 
countries of Western Europe made 
their currencies formally convertible 
under the terms of the International 
Monetary Fund Agreement. More 
specifically, on February 15 Britain, 
Germany, France, Belgium, Luxem- 
burg, Italy, the Netherlands, Ireland 
and Sweden (together with Peru) 
notified the Fund that they were 
leaving the shelter of Article XIV 
(which permits members to main- 
tain and adapt exchange restrictions 
on current payments) and accepting 
the permanent obligation of Article 
VIII (which requires members not 
to impose restrictions on current 
payments without the approval of 
the Fund). For Britain and most of 
the other countries the move, in the 
words of the official communique, 
“is a formal recognition of a stage 
which has already been reached ”’. 
Virtually all restrictions on payments 
for current transactions had already 
been abolished; the only restrictions 
remaining are designed to prevent 
unauthorized capital transfers under 
the guise of current payments, and 
as such are approved by the Fund. 

The main practical effect of the 
move, as our opening article notes, 
is likely to be an increased use of the 
currencies of the surplus countries 
of Western Europe in the Fund’s 
operations. Until last month only 
the American and Canadian dollars 
and a few Latin American currencies 
were formally convertible under 


Article VIII—and thus eligible for 
repaying drawings from the Fund. 
Of course, since the concerted move 
by Western Europe to de facto con- 
vertibility at the end of 1958 this 
need not have presented any real 
deterrent to drawing other cur- 
rencies, but there seems to be some 
evidence that it may have done so. 
Now that practically all the cur- 
rencies used in international pay- 
ments are formally convertible the 
Fund’s operations should no longer 
be concentrated on dollars. 

But while, technically, the accept- 
ance of the obligations of Article VIII 
does no more than formally recognize 
the end-1958 advance to external 
convertibility, the fact that the cur- 
rencies of Western Europe are now 
deemed strong enough to dispense 
with the line of retreat offered by 
Article XIV is a milestone in the 
recovery of world finance that should 
not go unmarked. 


Dollar off the Bottom 


The measures taken on both sides 
of the Atlantic to bolster the dollar 
have been reflected, as our opening 
article notes, both in the gold market 
and the foreign exchange markets. 
The dollar price of gold in London 
has fallen back well below the no- 
tional “shipping parity”’, drifting 
to $35.10 in the closing days of 
last month. In the exchange mar- 
kets the swing of sentiment in 
favour of the dollar—which seems 
to have led to some reflux of funds 
—lifted it clear of the support points 
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in terms of all European currencies. 
Against sterling, it moved above par 
for the first time since last June; 
the spot sterling rate on New York 
dropped to $2.793 at end-February. 
In January, as our regular table 
on page 224 shows, Britain’s gold 
reserves rose by $14 millions after 
paying $11 millions to EPU credi- 
tors. ‘There was thus a true gold 
intake of $25 millions compared 
with a true deficit of $69 millions 
in December, when many conti- 
nental banks had been recalling 
funds for end-year window-dressing. 
This improvement in the gold inflow 
coincided with a modest improve- 
ment in the trade balance: exports 
(seasonally adjusted) rose from £302 
millions in December to £319 mil- 
lions and (more surprisingly) imports 
from {£387 millions to £401 millions. 
Allowing for a drop of £1 millions 
in re-exports, the trade gap narrowed 
from {72 millions to £70 millions. 


£6,000 millions Budget 


Mr Selwyn Lloyd’s warning that 
the declining trend in the ratio of 
Government expenditure to gross 
national product was likely to be 
reversed this year has been promptly 
substantiated in the annual estimates 
for 1961-62. ‘Total estimates for 
Supply Services are put at £5,187 
millions, which is £280 millions more 
than the original provision for the 
year now ending (including the {71 
millions provided at budget time for 
the transferred deficit of the British 
Transport Commission minus cer- 
tain savings on other votes). Of this 
prospective increase, £39 millions is 
attributable to defence, the bill for 
which is put at £1,656 millions— 
without the benefit of any German 
contribution, which provided {12 
millions in the current year’s esti- 
mates. The increase of £242 millions 
in civil expenditure, to £3,531 mil- 
lions, is partly a reflection of the 
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continuing process of bringing the 
rates of remuneration of public ser- 
vants more into line with those paid 
elsewhere; the resultant addition js 
estimated at around £90 millions. 
The prospective increase in civil 
expenditure would have been sub- 
stantially greater had it not been for 
the Government’s decision to arrest 
the steep rise in the net cost of the 
Health Service by raising charges— 
notably those for prescriptions 
(doubled, at 2s per item), spectacles 
and dentures—and _ contributions, 
The weekly contribution payable for 
an employed man is raised by ls, 
requiring an additional 10d from 


‘the employee (whose total contri- 


bution thus becomes 2s 84d) and 
2d from his employer. The changes 
as a whole will reduce the net health 
provision required from the Ex- 
chequer by £50 millions in 1961-62 
and £65 millions in a full year. 
The estimates for the Consoli- 
dated Fund Services will not be 
available until budget day. If their 
total were to be in the region of 
that provided for 1960-61 (£769 
millions), the above-line budget 
would be almost £6,000 millions. 


Europe Still Divided 


The separate meetings between 
the Six and Seven last month pro- 
duced no tangible step towards a 
reconciliation. The meeting of the 
Ministerial Council of the European 
Free Trade Association at Geneva 
duly decided to advance the date 
of the next reduction in internal 
tariffs by six months, to July 1 next; 
decreed that the possibility of ac- 
celerating subsequent stages of the 
timetable should be examined; and 
reached agreement on the form of 
association to be offered to Finland. 
More significantly perhaps, the meet- 
ing of the heads of government of 
the Common Market countries i 
Paris (held a week earlier) was 
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marked by Dutch insistence that 
President de Gaulle’s plan for con- 
federate institutions should be made 
the occasion for reopening negotia- 
tions with Britain. Not surprisingly, 
this argument was not accepted by 
other members. But it at least 
produced a tiny mite of hope in the 
final communique, where to the 
usual pious pledge of interest in 
agreements to maintain and develop 
exchanges with other European coun- 
tries was added “ particularly Great 
Britain’. ‘This conciliatory token 
was noted with satisfaction by the 
EFTA ministers at Geneva. Its 
worth was no doubt tested during 
the further meeting between Mr 
Macmillan and Dr Adenauer at the 
end of last month. ‘The pressure 
to reach some agreement with the 
Common Market will almost cer- 
tainly increase in the weeks that 
remain before the de Gaulle plan is 
again considered by the six heads of 
government at Bonn in mid-May. 


Gilt-edged before Steel 


In spite of the big marketing 
operation that is just about to open 
in prior charges of the steel industry, 
the gilt-edged market has enjoyed a 
notable rally in recent weeks. It 
had sagged still further in the first 
few days of February, carrying the 
Government securities index of the 
Financial Times down to 77.90, or 
to within a fraction of the all-time 
low touched in 1957 on the morrow 
of the rise in Bank rate to 7 per cent. 
A fortnight later this index had re- 
covered to 79.05. War Loan, which 
had dipped to the new low point 
of 57 earlier in the month, rallied 
to 58%. This welcome recovery has 
occurred side by side with an oppo- 
site movement in the money market. 

The advance in gilts has been 
especially marked in medium dates, 
Which have benefited from the im- 
Pression that the authorities were 


prepared to allow freer rein in this 
sector. In spite of the fact that the 
official “‘ tap” in 5 per cent Conver- 
sion stock 1971 (offerings of which 
had long provided a powerful brake) 
had run dry, no steps were taken to 
provide an alternative supply when 
deciding the refinancing arrange- 
ments for the £796 millions mid- 
April maturity of 2} per cent Fund- 
ing Loan 1956-61. The conversion 
offer, announced on the last day of 
January, was confined to a further 
tranche of the 54 per cent Exchequer 
Stock 1966, and the associated cash 
offer took the form of a money 
market short—another £300 millions 
of the existing 4? per cent Conver- 
sion stock that matures at mid-June, 
1963. The issue price of 993 was 
strictly in line with the market. 
The new steel operation, lists for 
which open on March 2, represents 
the long-awaited re-sale by the Iron 
& Steel Realization Agency of prefer- 
ence and debenture stocks in seven 
major steel companies, as part of the 
process of denationalization now 
nearing completion. ‘Twelve stocks 
are involved, all offered at prices 
well below par, with gross proceeds 
totalling £85 millions. A consortium 
comprising the principal merchant 
banks has underwritten the whole 
amount, and is arranging for firm 
applications to the extent of three- 
quarters of the whole. ‘The instal- 
ments payable have been spread over 
no less than eight months. And 
yields have been made attractive. 
The redemption yield on the deben- 
tures is around 62 per cent and on 
the unsecured loan stock 6? per 
cent, and the flat yield on the pre- 
ference shares is about 7} per cent. 


Canadian Banking Merger 


The amalgamation of two of 
Canada’s leading chartered banks 
was announced early last month— 
the Canadian Bank of Commerce 
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and the Imperial Bank of Canada 
(in which Barclays Bank has a sub- 
stantial holding). The merger will 
be effected by offering one new 
share in the merged organization— 
to be known as Canadian Imperial 
Bank of Commerce—for each share 
in the Canadian Bank of Commerce 
and seven shares in the new bank 
for six shares of the Imperial Bank. 
The combined assets of the new bank 
will total around $4,200 millions, 
making it rank among Canadian 
banks second only to the Royal Bank 
of Canada, whose assets at the time 
of the last annual statement totalled 
around $4,300 millions. 


Gestures from Germany 


Two further gestures to help the 
dollar were made by Germany last 
month. First, two cuts—each of 
1 per cent—were made in the 
Treasury bill rate, reducing it to 
around 2% per cent. At the same 
time, however, the premium offered 
by the Bundesbank on forward sales 
of dollars was further scaled down 
—and finally abolished. At the be- 
ginning of this year this premium— 
which provided an incentive for 
shifting funds from Frankfurt to 
New York—was 14 per cent; the 
Bundesbank, however, is still pre- 
pared to eliminate hedging costs on 
D-mark-dollar swaps by allowing 
banks buying dollars from it to sell 
forward dollars at the same rate. 

Secondly, details were announced 
early in the month of the awaited 
package deal to help the American 
balance of payments. As expected, 
the total sum proposed was around 
$1,000 millions, comprising an in- 
crease of $12 millions in Germany’s 
annual contribution to NATO (rais- 
ing Germany’s share from 13 per 
cent to 20 per cent), the immediate 
payment of $325 millions for arms 
purchases under contracts already 
placed or to be placed this year, the 
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offer of $75 millions to finance pro. 
jects through the US Developmen 
Loan Fund and the prepayment of 
$587 millions of the total of $787 
millions of Germany’s debt to the 
United States. A suggestion that 
the remaining $200 millions of deb 
should be set against compensation 


for German assets in America seized | 


during the war was diplomatically 
dropped. 


proposals were coolly received ip 


Washington: President Kennedy said [ 
that they ‘“‘ did not meet the prob. | 


lem ’’—for the most part they merely 
represented money that America 


would be receiving in any case and | 


made no real contribution to solving 


the continuing problem of Ger. | 


many’s export surplus. ‘This dis. 
satisfaction was discussed by Mr 
Kennedy and Herr von Brentano, 
the German Foreign Minister, later 
in the month: a joint statement 
recorded broad agreement on Ger- 
man provision of aid on a continuing 
basis, but no details were disclosed. 


Scots Banks Cut Charges 


The decision of the clearing banks, 
reported in The Banker last month, 
to fix their charge to non-customer 
for use of the new general Credit 
Transfer Service at the relatively 
low level of 6d per item seems likely 
to be a boomerang that may strike 
at the whole structure of bank 
charges. The first and_ sharpest 
impact was upon the Scottish banks, 
since they, unlike the clearing banks, 
maintain a published schedule of 
uniform charges; they _ therefore 
could not come into line with the 
clearing banks for credit transfer 
without first ensuring that ther 
published charges to customers (not- 
ably for cheque clearing) would not 
be out of harmony with the new 
charge to non-customers for credit 
clearing. The result, after some 
arduous negotiations, is a radicd 
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revision of the general schedule of 
charges. ‘These changes, which may 
now in their turn recoil on the 
clearing banks, take effect immedi- 
ately, from March 1; and the exten- 
sion of the Scottish Credit Clearing 
takes place on March 6, simul- 
taneously with the English extension. 
(The implications of the new credit 
transfer mechanism are discussed in 
detail in a special article on page 180.) 

The Scots banks have felt that 
they could not maintain a difference 
between the new general charge for 
credit transfers and the basic charge 
to customers for each cheque drawn. 
The cheque charge is accordingly 
reduced from 9d to 6d (which is a 
lower basic charge than is often 
notionally applied by English banks 
in computing charges, except on 
“economy ’”’ or limited-service ac- 
counts); the charge on lodgments to 
current accounts will be withdrawn, 
and so will the minimum charge for 
maintaining a current account (pre- 
viously 12s 6d a half-year). On the 
other hand, the offsetting allowance 
on minimum monthly credit ba- 
lances will be reduced from 9d to 
6d per £100 per month, and all 
cheques, etc, included in lodgments 
to overdrawn current accounts will, 
for interest purposes, be subject to 





credit deferment for three days. 
Borrowers of the highest credit 
rating may, however, in future be 
conceded an interest charge on over- 
drafts at $ per cent below the 
minimum rate hitherto applicable 
under the cartel arrangement; this 
standard minimum has been 13 per 
cent over Bank rate (compared with 
the clearing banks’ practice of 4 per 
cent over for “blue chip” bor- 
rowers). It is emphasized that the 
new service charges are minimum 
rates, primarily intended to apply to 
personal accounts. Other accounts 
may be subject to individual costing 
and possibly to higher charges. 


Deposits Trend Reversed 


The downward trend of bank 
deposits that marked most of 1960 
was sharply reversed towards the 
end of the year and in the first six 
weeks of this year. The seasonal 
drop in net deposits shown by the 
mid-February statement published 
as we go to press was less than 
usual, at £183 millions, compared 
with £237 millions last year. Simi- 
larly, in the five weeks to mid- 
January, as the accompanying table 
shows, net deposits, excluding all 
items in course of clearing, rose by 
£51 millions, to £6,952 millions, 
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whereas a year previously they had 
risen by only £22 millions. These 
figures, moreover, substantially un- 
derstate the true difference, since 
the January make-up statement was 
the first to reflect the transfer, after 
the close of business on December 31 
last, of the business of Lloyds Bank’s 
branches in India, Pakistan and 
Burma to the National & Grindlays 
Bank. Judging from Lloyds’ make- 
up statement for mid-December the 
transferred deposits totalled around 
£54 millions. The true increase in 
clearing bank net deposits in the 


Jan 18, Change on 
1961 Month Year - 
{mn {mn {mn 
Deposits.. 7424.4 —- 98.8 + 24.8 
rr >, es %9 7069.3* = 0.4 as Oe 28.5 
Net"Dep4 6952.14 + 51.1 + 28.4 
Liquid y 
Assets 2455.6 (33.1) + 56.2 - 85.5 
Cash 600.4 (8.1) - 15.0 + 12.6 
Call money 575.4 (7.8) - 47.9 + 31.4 
Treas bills 1115.4(15.0) +109.4 -138.6 
Other bills 164.4 (2.2) + 9.7 + 9.1 
Special Dep 147.9 (2.0) ~— 4.5 +147.9 
be Risk 99> 
Assets 4633.0 (62.4) - 52.3 - 27.7 
Investments 1255.7 (16.9) - 32.3 -—442.1 
Advances.. 3377.3 (45.5) - 20.0 +414.4 
State Bds 63.6 - 66 - 8.5 
Alothers 3196-6 —- 13.4 +422.9 
, 3196.6§ + 38.1 +422.8 


* Excluding items in course of collection. 
+ Excluding all transit items as well. 

t Ratio of assets to gross deposits. 

§ Excluding transit items. 


five weeks to mid-January was thus 
in the region of £105 millions. 

The whole of this deviation from 
the previous year occurred between 
December 14 and 31, when net de- 
posits rose by £220 millions, com- 
pared with an increase of £93 mil- 
lions at the end of 1959, carrying 
the seasonally-adjusted index com- 
piled by Lloyds Bank up to 110.4 
(1954=100), from the low point of 
109.1 reached in November. The 


index for mid-January was 111.2, 
without allowance for the transfer 
of the Eastern branches, and for 
mid-February, 112.2. A substantial 


part of the special transactions that 
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caused the exceptional year-end ey. 
pansion occurred in advances: net 
advances rose during the fortnight 
by £94 millions (including, of course. 
the debiting of year-end charges, 
possibly amounting to {40-50 mil. 
lions), compared with only {23 
millions at end-1959. Most of this 
difference from the experience of 
the previous year was, however, 
corrected in the next fortnight. [f 
the amount of Lloyds’ Eastern ad- 
vances is put at {20-25 millions, 
the true increase in net clearing bank 
advances over the five weeks to mid- 
January would be just over {5 
millions, or almost the same as in 
1959-60. In the ensuing four weeks 
the increase was {£43 millions, after 
transferring £20-30 millions of te- 
financeable credits to the liquid 
category (see page 170); but the true 
increase was still less than in the 
corresponding period of 1960. 


Mid-February Liquidity 

The trend of liquid assets, thanks 
to the Ford transfer, has continued 
more favourable. In the four weeks 
to mid-February, although invest- 
ment sales were kept down to {18 
millions (Barclays £133 millions), 
the fall in liquid assets was much 
less than seasonal, partly because of 
the switching of the refinanceable 
credits. In the preceding five weeks, 
liquid assets had risen by £56 mil- 
lions (compared with a small decline 
a year previously). By mid-February, 
however, the aggregate liquidity ratio 
was down to 31.1 per cent, com- 
pared with 32.1 per cent a year pre- 
viously, with the Midland and Bar- 
clays each showing only 29.9 per 
cent in spite of investment sales (the 
Midland had sold £15 millions just 
before the year-end). The only 
bank to disclose any substantial de 
cline in investments during the first 
fortnight of the year was Lloyds— 
suggesting that this movement (als 
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of £15 millions) may have been 
attributable to the transfer of the 
Eastern branches. 


Finance House Figures 


The latest addition to the growing 
body of financial statistics is the 
series—contained in the Monthly 
Digest for January—of deposits held 
by members of the Finance Houses 
Association (but excluding deposits 
with the Lombard Banking group). 
The total of deposits is shown to 
have increased nearly two and a half 
times—from {£128 millions to £297 
millions — between end-December, 
1958, and end-June, 1960. In the 
following three months, however, 
the total outstanding dropped back 
by £3 millions to £294 millions. 


Decimalization for Britain ? 


With the change-over to a decimal 
system of currency in South Africa 
last month (reported on page 215) 
and with Australia and New Zealand 
virtually committed to decimaliza- 
tion, it seems almost certain that by 
1965—as the Institute of Chartered 
Accountants has pointed out in re- 
sponse to the Government’s request 
for views on the matter—Britain will 
be the last significant upholder of 
the {sd system. These develop- 
ments were reflected in a motion, 
with all-party support, tabled late 
last month in the Commons calling 
for the introduction of a decimal 
coinage at an early date. Earlier the 
Economic Secretary to the Treasury 
had said that the Government hoped 
to make a statement later in the year. 

The importance of announcing a 
definite date—the earliest possible— 
was stressed by the Institute of 
Chartered Accountants because it be- 
lieved that the point had now been 
reached “‘ when the eventual dis- 
advantages of non-decimalization 
seem likely to exceed by far the 
temporary costs and inconveniences 


of adjusting to a new currency ”’. 
It thought the 10s-cent system the 
most appropriate—in contrast to 
the support given to the f-mil 
system in the report of the Asso- 
ciation of British Chambers of Com- 
merce and the British Association 
for the Advancement of Science 
(discussed in The Banker in June, 
1960). The introduction of a decimal 
coinage system is inevitable accord- 
ing to a new PEP pamphlet,* which 
goes on to advocate the adoption of 
the metric system as well. 


Frozen Cheques 


A legal correspondent writes: Per- 
haps the only surprising feature of 
the case of D. B. Evans (Bilston) 
Ltd v Barclays Bank Ltd—The Times, 
February 17, 1961—is that circum- 
stances that must be of frequent 
occurrence never seem to have come 
into court in this form before. On 
January 16, the plaintiffs having got 
into financial difficulties, application 
was made to the Court under sec- 
tion 206 of the Companies Act, 1948, 
for a scheme of arrangement to be 
prepared. On the same day a creditor 
presented a winding-up petition, 
which was adjourned pending the 
scheme of arrangement. Now the 
bank had said that any further 
cheques paid in would be “ frozen ”’, 
seeking thus to protect itself against 
the claim that a liquidator might 
later make under section 227, which 
says: “In a winding up by the 
court, any disposition of the pro- 
perty of the company . . . made 
after the commencement of the 
winding up, shall, unless the court 
otherwise orders, be void”. The 
plaintiffs sought an interim injunc- 
tion first from a judge in chambers 
and then from the Court of Appeal, 
to prevent the bank from, as they 
claimed, breaking its contract with 





* ““Systems of Measurement’, PEP. 
Price 3s. 
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them: wages were due to be paid 
the following week; unless the plain- 
tiffs could draw cash, in effect against 
the cheques they wished to pay in, 
the business must close down. In 
the cvent the Court approved an 
arrangement under which the bank 
would receive the cheques and meet 








the plaintiffs’ urgent needs for cash, 
the present appeal standing over for 
three weeks, by which time the sur- 
rounding circumstances might be 
clearer. The Court’s approval of 
the arrangement, of course, gave the 
bank the protection it would other- 
wise have been without. 


Financial Statistics—New Service for Readers 


This issue of The Banker contains 
an improved and enlarged statistical 
section. We present on pages 218- 
224 the first of a series of refine- 
ments and additions to our regular 
tables of financial statistics made 
possible by the flow of new data 
that stemmed from the work of the 
Radcliffe inquiry. Four new tables 
are incorporated—three relating to 
the clearing banks and the Scottish 
and Northern Irish banks, and one 
showing flows of Government stock 
and Treasury bills from (or to) the 
central government, to (or from) the 
domestic banking system, overseas 
official investors, and all other private 
investors. 

The distinctive feature of the new 
clearing banks’ table (page 218) is 
that deposits are shown after deduc- 
tion not only of cheques in course of 
clearing between the banks but also 
of those in the internal (inter-branch 
“transit ’’) clearings, and that ad- 
vances are likewise net of these 
transit items. As the table shows, 
comparisons on this clean basis can 
be carried back to 1951 (plus a single 
pre-war comparison); for longer- 
term comparisons it is necessary to 
resort to the table hitherto published 
in The Banker showing deposits after 
deduction of inter-bank cheque clear- 
ings only, and advances likewise be- 
fore deduction of intra-bank clear- 
ings. We reproduce this long-run 


table again this month (page 221) 
and will do so at intervals in future, 
but not necessarily each month. In 
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comformity with the conventions 
still followed by the banks, the asset 
ratios shown in both tables are re- 
lated to gross deposits (and the 
advances ratio refers, even in the 
new table, to gross advances). 

Parallel procedures have been fol- 
lowed in the Scottish and Northern 
Irish series. In the first of these, it 
may be noted, the liquidity ratios 
differ from those computed by the 
banks themselves. Since their segre- 
gation towards the end of 1960, of 
intra-bank transit items, the Scots 
banks have been counting cheques in 
course of collection and _ balances 
with other banks as a liquid asset. 
This is obviously reasonable in re- 
spect of claims on London clearing 
banks, but not for those on other 
Scots banks. Until the former are 
identifiable it seems right to exclude 
the whole item from the liquid 
category. The Scots banks have 
thought fit to relate their aggregate 
liquid assets to their deposits plus 
their note issues. But their cash 
surely cannot simultaneously serve 
the dual purpose of statutory note 
cover (100 per cent is required, apart 
from a small fiduciary issue in each 
case) and normal banking reserve 
for deposits. The Banker’s calcula- 
tions accordingly exclude from the 
banking reserve the legal note cover, 
and then relate the remaining liquid 
assets to the deposits alone. A 
similar procedure is adopted in com- 
puting the liquidity of the Northern 
Irish banks. 
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Mr Kennedy and 
the Dollar 


OLDLY, President Kennedy has resolved to treat the softness 
of the dollar and the softness of the American economy not as 
two problems but basically as one. ‘‘ The first requirement for 
restoring balance in our international payments”, he told 
Congress at the beginning of last month, “is to take all possible steps to 
ensure the effective performance of our own economic system. ... A 
dynamic economy producing goods competitively priced in world markets 
will maintain the strength of the dollar”. Thus neatly he sought to 
reconcile the need to defend the dollar with the (no less urgent) need to 
set the American economy back on the path of expansion. Judging by 
the firmness of Wall Street, the sharp fall in the London gold price and 
the rise in the dollar exchanges his words have carried conviction nationally 
and internationally. 

By choosing his words as wisely as he chose his ministers, Mr Kennedy 
has got his administration off to an auspicious beginning. His three major 
reports to Congress have been masterpieces of plain and sensible talking. 
In giving at least as much weight to closing the gap ‘“‘ between what we 
can produce and what we do produce ”’ as to eliminating the overall deficit 
in the balance of payments, Mr Kennedy has presented himself with some 
knotty problems of policy for the months ahead. But on a longer view 
he is undoubtedly right in refusing to seek the solution to America’s pay- 
ments troubles by holding back domestic growth. ‘The prosperity of the 
American economy has too profound an effect on the purchasing power 
of the free world for that to provide a rational means of strengthening the 
balance of payments. For this reason, to a considerable, but not unlimited, 
extent the “ conflict’? between domestic expansion and the strength of 
the dollar may be psychological rather than real—though it is scarcely less 
formidable because of that. Thus in many ways the most impressive of 
President Kennedy’s recent achievements is that he seems to have con- 
vinced a substantial body of public opinion (most importantly inside the 
United States) that a faster rate of growth need not imperil the dollar— 
and might, indeed, in the long run hold the key to its strength. 

More specifically, Mr Kennedy has skilfully emphasized the urgency of 
stimulating the economy while setting the problem of the dollar in a 
longer-term and international context. A comparison of the list of 
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incentives to be provided to recovery and growth with a list of immediate 
measures to be taken to defend the dollar shows clearly that the Adminis. 
tration’s first concern is to reverse the present recession and to reduce the 
mounting number of unemployed—which in mid-January reached a post. 
war peak of 5,400,000. Underemployment—of machines and men—j 
“the urgent economic problem of the day’’, Mr Kennedy said in his 
economic message to Congress last month. ‘“ We cannot afford to waste 
idle hours and empty plants while awaiting the end of a recession’, he 
said in his grim State of the Union Message. And the speed with which 
he pressed his proposal to extend the duration of unemployment benefits 
by up to 39 weeks (thereby restoring the benefit to 600,000 workers who 
have been jobless for more than six months) underlined the prevailing 
sense of urgency in the White House. But the President has set his sights 
far higher than reversing the present recession: “‘ Even if we were to 
achieve the $515,000 millions output projected for 1961 [compared with 
$503,000 millions in 1960] . . ., the gap between potential and actual 
output would continue to grow and unemployment would hover between 
6 and 7 per cent of the labour force throughout the year”. The goal 
must, therefore, be a faster rate of growth than the 23 per cent a year 
achieved by the Eisenhower Administration. Even the annual growth rate 
of 34 per cent implied by increases in manpower and productivity is “ not 
high enough; our potential growth rate can and should be increased ”’. 

By contrast, the examination of the balance of payments problem was 
restrained and dispassionate, though the ultimate goal of an impregnable 
dollar was indelibly underlined. The long-term nature of the problem 
was stressed (“for the past decade our international transactions have 
resulted in a deficit in every year except 1957’) and the special circun- 
stances of 1960 closely scrutinized. In spite of a striking improvement 
in the export surplus from $2,200 millions to $5,800 millions last year the 
overall deficit in America’s balance of payments remained at the 1959 
level of $3,800 millions. The improvement in the trade balance wa 
largely offset by a sharp increase in the outflow of short-term funds—to 
around $2,300 millions. Understandably, Mr Kennedy has shown some 
impatience with the customary measure of America’s deficit, which is struck 
after debiting all outflows of private and Government capital and grants 
and all military spending abroad. ‘‘ An outward movement of short-term 
funds’, he argued, ‘‘ such as that which occurred in 1960 should not be 
considered as part of the basic deficit. Such movements are quickly 
reversible in response to changes in interest rates and other business factors 
here and abroad. Moreover, in so far as short-term funds transferred to 
foreign financial centres consist of US-owned capital, they create United 
States’ claims against the recipient country”’. On his definition there was 
a “ basic deficit of $1,500 millions ” for 1960. This deficit, he thought, ' 
“of manageable proportions”’. But the time had come to end it—by 
‘‘ responsible, determined and constructive measures ’’. 

Such a detached view was made possible mainly by the unexpectedly 
rapid subsiding of the fever of distrust that had beset the dollar in the 


158 

















ediate 
MiNis- 
ce the 
post- 
en—is 
in his 
waste 
” he 
which 
enefits 
Ss who 
vailing 
sights 
ere to 
1 with 
actual 
tween 
e goal 
a year 
th rate 
; * not 
m was 
gnable 
roblem 
s have 
ircum- 
yement 
ear the 
> 1959 
se Was 
\ds—to 
1 some 
- struck 
grants 
rt-term 
not be 
quickly 
factors 
rred to 
United 
pre Was 
ught, I 
it—by 


ectedly 
in the 











closing months of 1960. Mr Kennedy himself played a significant part 
in that process—notably by his categorical affirmation that: 
We need not—and we shall not—take any action to increase the dollar price 
of gold from $35 an ounce—to impose exchange controls—to reduce our anti- 
recession efforts—to fall back on restrictive trade policies—or to weaken our 
commitments round the world. This administration will not distort the value 
of the dollar in any fashion. That is a pledge. 


In support of that pledge, moreover, he stated that the full strength of the 
US gold reserve (including that held as backing for Federal Reserve liabilities) 
and America’s drawing rights at the International Monetary Fund—making 
an impressive total of $22,000 millions—stood behind the dollar. These 
unequivocal words had their effect: the gold price in London fell by 
10 cents, to $35.35, on January 31, the day after the President’s pledge; 
by the time he came to unfold his specific proposals for strengthening the 
dollar a week later it had declined further to $35.22—back to its level 
on the eve of last October’s flare-up. Obviously, there was no need for panic 
measures; Mr Kennedy could lay his main stress on longer-term remedies. 

Thus the immediate measures that were announced to strengthen the 
balance of payments seem extremely mild. The ban imposed by President 
Eisenhower in January on overseas holdings of gold by American residents 
was endorsed as “‘ fully justified on grounds of equity”’. (Mr Eisenhower’s 
earlier order to reduce the number of dependants of US servicemen over- 
seas was, however, rescinded.) Legislation was foreshadowed to prevent 
the abuse of foreign “‘ tax havens’ by American capital abroad as a means 
of tax evasion and to reduce the duty-free allowance for returning American 
travellers from $500 to $100. More controversially, it was planned to 
improve the facilities offered by the Export-Import Bank “ to place our 
exporters on a basis of full equality with their competitors in other 
countries ” [sic] and to seek ways of expanding exports of farm products. 
Not surprisingly, considerable emphasis was laid on the need to moderate 
movements of short-term funds. First, President Kennedy urged the 
Senate to give prompt approval to America’s membership of the Organiza- 
tion for Economic Co-operation and Development: the Organization, he 
said, “ will provide a solid framework within which we can carry out 
intensive and frequent international consultations on the financial and 
monetary policies which must be pursued in order to achieve and maintain 
better balance in international payments”. Secondly, as part of the design 
to lever up short-term interest rates in New York and thus discourage the 
conversion of foreign holdings of dollars into gold, it was proposed to 
amend the Federal Reserve Act to permit the payment of special rates on 
time and savings deposits held by foreign governments and monetary 
authorities and to direct the Secretary of the Treasury to use, ‘‘ whenever 
it appears desirable ’’, his authority to issue securities at special rates of 
interest to such bodies. The wisdom of discriminating in this way between 
oficial and non-official holders of dollars is questionable: it smacks of the 
rigid distinction between official and other overseas buyers of gold that the 
US Treasury tried to preserve last October. None the less, recent efforts 
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to narrow the differential between rates in New York and Europe (helped 
last month by a reduction of } per cent in Germany’s bill rate) have had 
their effect: and not only in the gold market—in mid-February the flow of 
short-term funds across the Atlantic appeared to be turning. 


Convertibility and the Fund 


The most pregnant passages in the President’s report on the balance of 
payments problem, however, were undoubtedly those that looked to a 
possible reform of the International Monetary Fund: 

Until now the free nations have relied [for their reserves] upon increased gold 

production and continued growth in holdings of dollars and sterling. In the 

future it may not always be desirable or appropriate to rely on these sources, 

We must now, in co-operation with other lending countries, begin to consider 

ways in which international monetary institutions—especially the International 

Monetary Fund—can be strengthened and more effectively utilized, both in 

furnishing needed increases in reserves, and in providing the flexibility required 

to support a healthy and growing world economy. I am therefore directing 

that studies to this end be initiated promptly by the Secretary of the Treasury. 
On the very day that President Kennedy was flying these intriguing kites 
—February 6—the Chancellor of the Exchequer announced that Sir Frank 
Lee, joint permanent secretary to the Treasury, Sir Dennis Rickett, second 
secretary, and Mr Maurice Parsons of the Bank of England would be 
departing for Washington the following week. ‘Their visit coincided, more- 
over, with a concerted move to formal convertibility for current transactions 
by Britain and other leading European countries. This move, which is 
discussed in a note on page 149, had been widely anticipated. Most of the 
countries had already removed virtually all restrictions on their current 
payments; hence its main practical significance lies in the fact that, since 
only currencies convertible under the terms of Article VIII of the IMF 
Agreement are eligible for repaying drawings from the Fund, the cur- 
rencies of western Europe (particularly the D-mark) should now be able 
to play a bigger réle in the Fund’s operations—and thus help to relieve 
pressure on the dollar, which in the past has been the only international 
currency that was formally convertible, and channel back into active ctr- 
culation some of the reserves acquired by the countries in overall surplus. 

Almost certainly, however, the “ strengthening’ of the IMF envisaged 
by Mr Kennedy goes a good deal further than this. Inevitably, there has 
been increased speculation in the past month about the possibility of trans- 
forming the Fund, on the lines of the original Keynes plan, into a true 
central bank for central bankers, able to issue its own reserve currency 
(? “ bancor ’’), which would be accepted by creditor countries as equivalent 
to gold. In particular, it has been questioned whether the Fund might 
not take over the whole, or part, of the external short-term liabilities of 
Britain and the United States, their debts to foreign creditors being con- 
verted into a debt to the Fund, to be liquidated over an agreed period. 
Such a scheme has for long been urged by Professor Triffin* and is reported 
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* See “ Improving World Liquidity ” by Robert Triffin, The Banker, January, 1900. 
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to have found many sympathetic ears in Washington, though understand- 
ably fewer in London, where its impact on the cohesion of the sterling 
area is viewed with some apprehension, and in Frankfurt, where the possi- 
bility of investing an international institution with credit-creating powers 
has awakened innate suspicions of inflation. But whether the reform of 
the Fund that emerges from the studies set on foot by Mr Kennedy goes 
as far as the Trifhn Plan, which is extremely ambitious, or even as far as 
the more moderate plan put forward by Mr Bernstein and others under 
which the IMF would agree to underpin key international currencies such 
as the dollar and sterling, the machinery of international finance looks like 
having its most ruthless overhaul since Bretton Woods. 

The strengthening of the IMF would serve the double purpose of 
bolstering confidence in the dollar (if only by allaying fears of a shortage 
of world liquidity that might eventually force the US Treasury to raise 
the price of gold) and facilitating an expansion of world trade that in turn 
would assist the expansion of the American economy. In this instance 
the internal and external means, like the long-term goals of an expanding 
economy and a secure dollar, happily coincide. In some other cases, 
however, the instruments that President Kennedy has selected to pursue 
his domestic and external goals do not work together so harmoniously. 

This is most apparent in the field of interest rate policy. At the 
moment, as Mr Kennedy recognized, monetary policy and debt manage- 
ment ““must serve two apparently contradictory objectives: checking de- 
clines in short-term rates that directly affect the balance of payments, and 
increasing the flow of credit into the capital markets at declining long-term 
rates of interest to promote domestic recovery’. These two objectives, he 
believed, could “‘ be achieved concurrently, but only with close co-operation 
among all governmental agencies concerned’. Certainly, such co-operation 
should be facilitated by the translation of Mr Robert Roosa from the 
Federal Reserve Bank of New York to the Treasury. But the technical 
problems are formidable, particularly in the United States where, after the 
unhappy experiences of the post-war period, any attempt by the authorities 
to influence bond rates directly would be viewed with unvarnished suspicion. 
(Significantly, at a news conference last month Mr Kennedy was at pains 
to stress that he had no intention of proposing any legislation or executive 
orders that would increase the Administration’s control directly over long- 
term rates.) In the limited room for manoeuvre allowed to them the 
authorities have made some progress towards achieving their twin ends. 
The rate of interest on government-insured mortgages, one of the few 
long-term rates within the Administration’s control, was reduced last month 
from 5% to 54 per cent (thus providing some encouragement to home- 
building, which remains one of the softest sectors in the economy) while 
the Treasury bill rate was levered up to 2.496 per cent, thanks largely to 
the concentration of the February refinancing in the short-term market and 
the Fed’s further retreat from its policy of dealing in “ bills preferably ”’. 

The contradictory objectives of monetary policy are to some extent 
paralleled in fiscal policy. ‘The measures for economic recovery proposed 
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by President Kennedy—particularly the improvements in social security 
benefits, extension of unemployment benefit, the acceleration of public 
works programmes and te speeding up cf tax reb t:s—must throw addi- 
tional burdens on a budget whose prospective (overall) surplus has already 
been whittled away to vanishing point by the fall in revenues produced by 
the sluggishness of business. Of course, in itself a budget deficit is a 
reasonable and effective means of pulling the American economy out of its 
recession; but unhappily it is too often equated in the eyes of the American 
public with inflation and this identification may be encouraged by the 
neatly (but optimistically) balanced accounts for the current fiscal year 
that President Eisenhower presented before leaving the White House. 
Advisedly, Mr Kennedy has begun a process of public education (“an 
unbalanced economy does not produce a balanced budget ”’); he has been 
quick to point out that, despite Mr Eisenhower’s projections, the federal 
budget for the current fiscal year is in fact almost certain to show a deficit 
and that the budget already submitted (by Mr Eisenhower) for 1961-62 
will remain in balance “‘ only if Congress enacts all the revenue measures 
requested and only if an earlier and sharper upturn in the economy than 
my economic advisers now think likely produces the tax revenues estimated ”. 
The success of Mr Kennedy’s efforts to restore confidence in the dollar 
and to bring down long-term interest rates will depend largely on how the 
American public reacts to the emerging deficit in the budget. 

The third, and possibly the most intractable, contradiction in the drive 
for a strong dollar and a rapidly expanding economy stems from the impact 
of rapid expansion on industrial costs. Economically, perhaps the most 
questionable item in Mr Kennedy’s recovery programme is the proposed 
increase in the minimum wage rate from $1.00 to $1.15 immediately and 
$1.25 within two years. Clearly, Mr Kennedy is calculating that the 
incentive to investment in new and more efficient plant given by expanding 
demand will offset the rise in wage rates that will follow from the new 
minimum wage and from the expansion of employment. This may be 
wishful thinking. ‘The upward pressure on American industrial costs has 
undoubtedly been one of the factors behind the weakness of the balance 
of payments (possibly exerting its effect more by encouraging US firms to 
set up plants overseas than by pricing American goods out of the market). 
In an attempt to mitigate the pressures that expansion may impose on 
costs Mr Kennedy is to establish an Advisory Committee on Labour- 
Management Policy with the formidable task of advising the President on 
‘“‘ actions that may be taken by labour, management and the public which 
will promote free and responsible collective bargaining, industrial peace, 
sound wage policies, sound price policies and stability, a higher standard 
of living, increased production and America’s competitive position in world 
markets”. While on past experience it is difficult to have much faith in 
the success of such experiments, it would be uncharitable to write off this 
new body before it has even begun its deliberations. For in the long run 
the trend of American costs is likely to decide the fate of Mr Kennedy’ 
bold endeavour to force the pace of expansion and to save the dollar. 
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Fleet Street—A Declining 
Industry? 


By J. E. HARTSHORN 


“The study of backward industries provides, indeed, one useful way of 
administering the invigorating prod—through the influence of public opinion. 
_.. An investigation, of acknowledged quality, into the industry’s problems 
may be an important way of strengthening the influence of the progressive 
minds, and weakening that of the people who are trying to live in the past’’. 


HOSE remarks of Professor C. F. Carter, in a paper on “ Policy 
for Backward Industries” last December,* might fairly have 
been taken as a text by the Prime Minister when he announced 
last month, after taking some time to make up his mind, that 
another Royal Commission would be set up to inquire into the British 
press. Even economic journalists who spend some part of their time 
noticing the weaknesses of other industries are apt sometimes to ignore 
what is happening to their own; but Professor Carter had “‘ newspapers 
and magazines ’’ correctly included in his list of ‘‘ Some possibly declining 
industries’. He included them on the very proper ground that con- 
sumers’ expenditure on them, at constant prices, had fallen 7 per cent 
between 1954 and 1959. ‘That had followed upon an earlier decline of 
perhaps 3 per cent between 1950 and 1954, as was pointed out in an article 
on the newspaper business in these columns some years ago;f evidently 
the pace of decline has quickened somewhat. ‘Together, the last decade 
shows a decline of roughly 8-10 per cent in spending on the press against 
an increase of about 22 per cent in total consumers’ expenditure; this is 
nothing like as dramatic as the decline of television’s other main com- 
petitor in purveying visual entertainment, the cinema business, on which 
spending (net of Entertainments Duty) has fallen by about 40 per cent, 
but it is serious enough. It is true that in real terms spending on news- 
papers and magazines is probably still a third higher than in 1938; but 
they gained less than nothing from the extra money that went into an 
increasingly affluent consumer’s pocket during the ’fifties. 
Does this imply that the British public is losing its taste for periodical 








* Read to the Manchester Statistical Society, December 7, 1960. 
t “ Attrition in Fleet Street’, The Banker, September, 1957. 
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reading ? Here the evidence is simply insufficient: all one can infer is thy | 


it is taking its reading in larger and more standardized packages, folloy. 
ing a period of perhaps artificial and certainly attenuated variety. It js 
often said that the British read more newspapers than any other people in 
the world, when one reckons the total circulation of daily papers againg 
total population; and though the comparison was based upon 1954 figure 


for this country, since which time a number of dailies have died, and ha [| 


never been repeated, our lead then was so large that it may still be true 
now. What is more significant is that Britain in 1954 was nevertheless 
far behind the leaders in terms of consumption of newsprint relative to 
population; and that in this respect some later figures are available. 


Britain’s consumption of newsprint per head of population has gone up | 
from 16.5 kilogrammes a year in 1954 to 22.3 kilogrammes in 1959. What | 
we spend on newspapers and magazines may have gone down 8-10 per | 


cent over the last decade; the amount of printed paper we get to read has 
probably risen nearly 55 per cent. 


Fewer Papers: More to Read 


The evidence of the circulation figures of national newspapers, therefore, 
has to be tempered with the reminder that every copy has become signif- 
cantly thicker. The quality and weight of newsprint has changed, so that 
it is rather difficult to say whether readers are getting significantly bigger 
newspapers than they did in the late ’thirties; a copy now costs two and 
a half times as much as it did then, and will shortly, in many cases, cost 
three times as much, which would be roughly in line with the prices of 
other consumer goods and services. But as compared with, say, five years 
ago, when newsprint rationing controlled the size of newspapers, the reader 
can probably get as many acres of letterpress a year, to read if he chooses, 
by buying two papers to-day as by buying three then. The public ha 
not in fact reduced its purchases of separate newspapers as drastically a 
that might suggest (we need not, admittedly, exaggerate the additional choiceof 
reading offered by several pages of advertisements for “inertial guidance 
system flutter programmers ’’, or illustrated supplements on “Inlaid Linoleum 
in the National Economy’’). But “ multiple reading”’, that cherished 
habit of one’s ultimate customer, has thinned down somewhat; in 
total, the national dailies seem to have lost perhaps 5 per cent of their total 
circulation over the decade. ‘The Sunday papers, in which multiple reading 
is a stronger-established habit but where the sheer size of some papers has 
increased more obviously, have lost possibly as much as an eighth of theirs 
—but it is still 50 per cent higher than that of the national dailies. 

While newsprint rationing lasted and newspapers had broadly to choose 
between putting extra allocations into printing more papers or larger papers, 
the weaker competitors among the national press benefited from an artificial 
restraint on competition—which was of particular protection because the 
gearing of competition in this industry is high and somewhat brutal. 10 
him that hath circulation shall be given advertising; what you lose on the 
roundabouts is taken away again on the swings. Up to some years ago tht 
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two mass-circulation papers that offered the advertiser of mass consumer 
goods the best bargain, the Express and Mirror, had to choose between 
adding fresh circulation or printing enough pages to accommodate the 
advertisements that agencies were queueing up to give them. This for a 
time channelled a large overspill of advertising into newspapers that in 
advertising terms offered a much worse bargain. But then these mass- 
circulation papers were released to throw their full weight into newspaper 
competition; and over the same period the whole of Fleet Street had also 
to meet the competition of a new medium for advertising, commercial TV. 

That initial surge of new competition was a once-for-all process; the 
newspapers and the women’s magazines, which are the parts of the press 
competing most directly with commercial television, may now feel that 
they have weathered it in general perhaps better than some of them expected. 
The day-to-day run of competition for the advertising pound remains 
keener; but there has been a considerable increase in the number of pounds 
spent, with the programme companies creating a good deal of extra expendi- 
ture as well as cutting partly into what might have been placed in the 
press. But there have been casualties in the press. The larger-circulation 
picture magazines and most of the remaining general text magazines have 
foundered; some Sunday newspapers have disappeared along with a certain 
number of provincial dailies. And last autumn the News Chronicle, of 
which the very title commemorated an earlier concentration of Liberal 
journalism and readership with its associated evening paper, the Star, 
ceased to exist, its goodwill being made over to a group whose politics 
had in the past seemed about as diametrically opposed to its own as one 
could have identified in the British press. ‘The Daily Mail, which had not 
of late itself looked any too strong in the struggle for circulation and the 
advertising revenue geared to this (though maintaining at least some special 
“selling features ’”’ in its readership that the News Chronicle had lacked), 
has since managed to hold on to a quite impressive number of the readers 
whom it took over from the Liberal tuckshop, at the cost of some loss in 
the individuality of its own presentation. One hopes that this may sustain 
it, against the prognostications of such experts in mass journalism as Mr 
Cecil King, chairman of the Daily Mirror group, that there can be no real 
future for the medium-circulation popular press. 

The remaining “‘ weak sister”, as Mr King would put it, the Daily 
Herald, has gained a curious lease of life from Mr King’s recent foray 
against its headquarters. It appears that Odhams Press and the Trade 
Union Congress had never, in fact, signed the agreement that was announced 
to have been negotiated something over a year ago, by which in return 
for a promise to keep the Herald going and to give general support to the 
Left in politics Odhams were given freedom to transform the paper, so far 
as their imagination and abilities allowed, from the old-fashioned party 
sheet it had become. For how long Odhams had promised to keep it going 
had never been disclosed, though it was said to have promised to spend 
some millions in trying to re-establish the paper as a going concern. Mr 
King, in bidding for Odhams, had no wish to buy the Daily Herald, which 
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by no means conforms to his ideas of what a Leftish popular newspape 
should be; he said he would be glad to sell it to someone who did want 
a national daily newspaper, along with its Sunday stablemate, The Peopk 
But he did, in the course of justifying his bid against some of the criticism 
it aroused, offer an undertaking to publish the Daily Herald for seven years, 
Any bidder for The People, which one would assume to be making somewhat 
more money than the Daily Herald loses, would presumably have to match 
this seven-year pledge. But one incidental and somewhat odd effect of 
this threat of control—either by a proprietor who avers he is in the news. 
paper business simply to make money, or by one who seems to be in it 
NATIONAL PRESS CIRCULATION OVER THE YEARS 
(Average daily or Sunday circulation for each year, in thousands) 
1960 
1937 1950 1954 1959 ist Half 2nd Half 
National Dailies: 
Mirror 1,328 4,593 4,709 4,521 4,565 4,649 
Express 2,330 4,169 4,083 4,092 4,143 4,270 
Mass dailies . . 3,658 8,762 8,792 8,613 8,708 8,919 
Herald 2,033 2,083 1,812 1,466 1,407 1,418 
Mail — 1,580 2,270 2,116 2,078 2,066 7 
News Chronicle 1,324 1,547 1,310 1,207 1,162 2,825 
Sketch ae 684 786 854 1,154 1,117 1,075 
Telegraph .. 559 979 1,040 1,155 1,177 1,206 
Medium dailies 6,180 7,665 7,132 7,060 6,929 6,524 
The Times . . 191 246 220 255 263 260 
Guardian .. 48 138 146 187 199 212 
Financial Times 30 57 68 103 122 123 
“ Quality ’”’ press... 269 441 434 545 584 595 
plus Telegraph .. 828 1,420 1,474 1,700 1,761 1,801 
Total dailies . . 10,107 16,828 16,358 16,218 16,221 16,088 
Sunday Papers: 
News of the World 3,850 8,442 8,104 6,494 6,455 6,664 
Pictorial .. =e 1,345 5,130 5,495 5,329 5,275 5,461 
People 1,406 5,136 5,142 5,136 5,323 5,468 
Mass Sundays 6,601 18,708 18,741 16,959 17,053 17,593 
Express... 7 - 1,338 3,205 3,263 3,485 3,566 3,706 : 
Empire News & Chroniclet wa a 2,770 2,096 2,084 aa | 
Dispatch 7. me 741 2,488 2,660 1,557 1,485 1,520 ' 
Graphic. 651 1,154 1,205 882 883 ~ | 
Reynolds News 426 705 615 328 328 329 : 
Medium Sundaysf .. (3,156) (7,552) 10,513 8,348 8,346 (5,555) r 
Observer 208 429 539 669 704 738 
Times 270 535 600 890 943 ~=« 1,001 p 
‘ Quality ’”’ Sundays 478 964 1,139 1,559 1,647 — 1,739 
— n 
Total Sundayst (10,235) (27,224) 30,393 26,866 27,046 (24,887)! " 
* Combined circulation after absorbed Chronicle, from 18.10.60. 
+ Not shown before merged in 1954, hence totals not comparable with later years. 
t These figures, following the closing of two Sunday papers, seem suspect. Can two mi 
million readers really have disappeared without trace ? wi 
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largely for fun and power but is not in the habit of losing money—may 
have been to strengthen the tenure of a daily newspaper that proclaims 
without apology that it is running at a loss. 

Mr King’s merger proposals were aimed, explicitly, at the large-circu- 
lation women’s magazines published by Odhams and its subsidiary in 
competition with his own Fleetway Press. All these mass women’s papers 
have been spending very heavily on promotion and publicity of late; there 
have been some casualties among papers launched by the one combine 
directly to compete with new ones just begun by the other; and in the 
past two years the women’s papers have suffered rather more than before 
from the competition of other parts of the advertising shopwindow. It 
was here that Mr King saw possible economies, not so much of scale as in 
reducing competition; and Odhams, though eventually its directors claimed 
that any monopoly of such papers would be against the national interest, 
did say they too had been prepared to explore ways of reducing the recent 
degree of costly competition. Mr King would also, however, acquire 
Odhams’s two national newspapers, considerable photogravure printing 
capacity, and an assortment of trade and technical periodicals, some of them 
competing directly with counterparts published by Fleetway. 

The furore which this bid aroused, particularly in comparison with the 
way in which the alternative proposal of a Thomson-Odhams merger had 
been accepted a week before, may seem rather odd when social historians 
come to look back on it in tranquillity (journalists perhaps never will). 
Certain of the protests from Top People may have been provoked more 
by the extension of Mr King’s command over the periodically printed 
word, which is exercised with less impersonal neutrality than Mr Thom- 
son’s purports to be, than by the prospect of a virtual monopoly of opinion 
on such questions as advice to the lovelorn and whether the bubble cut 
has become square. At the same time, the public reaction could possibly 
have healthy results. Wisely, the Government has avoided discrimination 
against any particular merger or any particular proprietor (which is what 
some people seemed to be suggesting) and has left the shareholders of the 
various publishing groups concerned to decide how best to dispose their 
property. In City terms, the struggle for control has exhibited many of 
the less desirable features of its kind: a proposal of merger with one party 
allegedly before other negotiations had been accepted by both sides as 
having fallen through; denials of intention followed by plans to do precisely 
what had just been denied; the upward revision of dividend promises to 
make a bid immediately less attractive; some highly selective quotation of 
figures in argument and counter-argument; inevitable speculation that 
pushed some of the shares concerned up to unreal values*. 

All the parties concerned, led by Mr King, had suggested the appoint- 
ment of another Royal Commission on the press; whether they expect 
anything to emerge from it is another matter. Little came out of the last 





* This article was written with the struggle at its height, but obviously still with some 
moves to come. Late last month, as this issue was being passed for press Mr Roy Thomson 
withdrew from the contest, thus leaving the way clear for the Mirror. 
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one except the Press Council, a well meaning but somewhat arbitray 
and often ineffectual trade court of morals for the industry (which My 
King’s newspapers, incidentally, have always boycotted on the reasonable 
ground that it ought to include independent members). But that com. 
mission of 1947, while it considered the economics of concentration in the 
press, was concerned to a greater extent with the control of mass com. 
munication and the political and social influence that might thus come 
into too few hands. Since it reported in 1949, the media of mass com. 
munication to the public have been considerably widened, though the | 
financial control of this particular medium has become rather more con. 
centrated: a new inquiry may be expected to concern itself more with the 
chances of economic survival of the small and medium-sized newspaper. 
If Mr King’s empire materializes it would mean greater financial concen. 
tration of the women’s papers with large readership than exists in any other 
section of the press—with the possible exception, it is only fair to say here, 
of the financial press, where one major combine possesses control of or 
considerable shareholdings in a number of highly respected journals, in. 
cluding The Banker. Whether that of necessity vitiates the quality or 
independence of this section of the press, readers can judge for themselves. 
All readers indeed can; they express their judgment in the papers they 
buy. It may be that the most useful service that a Royal Commission 
could perform would be to concern itself less with the effects of concen- 
tration within the British press than with the factors that may conduce 
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to it. These factors certainly include the quality and the age of manage- 
ment within large parts of it; the general inattention to research into its 
techniques (not wholly technical) as well as the trade unions’ restrictive 
practices that appear to preclude the introduction of a number of technical 
innovations; the price of newsprint (supplied by an industry in which the 
degree of oligopoly is probably greater and possibly more effective than in 
the press itself); and the restrictive trading of the newspaper proprietors 
and of their distributors. But there is also the fact that papers grow big 
because they offer what most people want to buy. 


Circulation Revenue, Advertising Subsidy 


It is by deliberate policy, rather than through any weakness or drift, 
that the newspapers have adopted the most controversial element in the 
current situation of the British press: their very considerable dependence 
on advertising. By accustoming the reader to a paper that costs much 
more than he pays for it, the papers have geared up the consequences of 
his choice. Mr Kaldor’s suggestion of a tax on advertising revenue is 
obviously one that the Royal Commission will have to examine; as sketched, 
it appears to be designed to force all papers to raise their prices, from which 
papers with the smaller circulations are taken as certain, relatively, to 
benefit. Whether such a tax would automatically have this effect would 
depend somewhat upon its incidence, and also upon whether it were applied 
to all advertising media, some of which have no “ circulation’ revenue at 
all. There is also the awkward fact that a newspaper is a product, even 
at artificially low prices, for which some price elasticity exists. How many 
people would have paid, say, 6d a day for the News Chronicle—particularly 
if other newspapers, in less severe straits, might not have had to put their 
prices up as much as the weakest ? Any possibility of shifting the pattern 
of revenue, however, should certainly be studied; and the commission 
might well examine the financial situation of the press in other countries, 
where the nature of outside subsidy, at any rate, may differ. 

There is no reason why the Government, if it so chose, should not impose 
special requirements upon the press to remain competitive, or even offer it 
some of the special forms of assistance to keep weak units in existence 
that it has to other declining industries. But in economic terms it is diffi- 
cult to see why this industry requires any special treatment: is recovery 
beyond its own exertions ? The view that “‘ the communication industries ” 
are unique can certainly be respectably argued, and the Government has 
taken a considerable part in building up a major new competitor for the 
press that depends entirely upon advertising. But it should not be for- 
gotten that there remain pockets of journalism where relatively small-scale 
enterprise can and does prosper; that what is invidiously called “‘ the quality 
press ’’, at somewhat higher prices, has been able to grow during the period 
that the medium-circulation popular newspapers have languished; and that 
perhaps neither quality nor popular papers have yet taken the full measure 
of the rather more educated and more affluent younger public that they 
should encounter during the ’sixties, and really tried to fit that measure. 
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Refinance Facilities tor 


Export Credits 





HE British Government, like the American, last month reaffirmed 
its intent to cope with current pressures on the balance of pay. 
ments by measures that might be expected to expand rather than 
restrict the volume of international trade. In both countries, 
accordingly, a new drive for exports is under way. In particular, much 
attention is being paid to the problems of credit insurance and finance for 
exporters. President Kennedy announced in the second of his economic 
messages to Congress (discussed in detail in our opening article) that the 
head of the Export-Import Bank has been required to submit by April | 
a new programme of export credit facilities and that the Secretary of the 
Treasury will also report by that date on the methods by which private 
financial institutions “can participate more broadly” in providing such 
facilities. On the very day of this message to Congress Britain’s Chancellor 
of the Exchequer was making a rather similar statement to Parliament— 
announcing a significant innovation in Britain’s arrangements for export 
finance and a new survey of the adequacy of export credit facilities for 
certain purposes, including a review of the terms and conditions of the 
services provided by the Export Credits Guarantee Department. 

Both President and Chancellor took care to emphasize that the aim is 
limited to ensuring that exporters are not put at a disadvantage by com- 
parison with the facilities available to their competitors. The new pro- 
gramme required of the Ex-Im Bank is “ to place our exporters on a basis 
of full equality’. Similarly, Mr Selwyn Lloyd reiterated that it would 
be quite contrary to Britain’s interests “ to get caught up in a race to give 
longer and longer credits, particularly on artificial terms”’. Nevertheless, 
it seems clear that the brakes imposed by the rules of the Berne Union 
are slipping more than ever, and the risks of a rat race grow steadily greater. 

While the United States is at present concerned primarily with the 
facilities available to small and medium-sized firms and those offered for 
the financing of consumer goods, Britain’s attention has been mainly 
focused on the problems of medium-term finance for capital goods and 
major capital installations, in which big firms are more commonly involved 
than small ones. Up to the present, most of this medium-term finance 
has been provided by the joint stock banks, and the efforts of the authorities 
have generally been directed to providing facilities to overcome the 
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reluctance of banks to increase the amount and the length of their commit- 
ments. Until recently, the chief difficulty to be overcome, apart from the 
banker’s traditional desire to keep his lendings short, was the risk associated 
with an extended tie-up of funds. This risk can, of course, be much 
reduced if the exporter seeking finance obtains insurance cover for his 
export contract under a policy from the Export Credits Guarantee Depart- 
ment; the arranging of such a policy is generally a pre-requisite of any 
bank advance, but even where the benefit of the policy is assigned to the 
banker there will remain a number of contingencies in which he could be 
exposed to loss (for example, if any default is attributable to the conduct 
of the exporter himself). It was to meet this difficulty that the ECGD, in 
1954, extended its facilities for giving unconditional guarantees direct to 
bankers who are lending for the finance of capital goods exported for pay- 
ment over a term of three years or more from the date of shipment. 


Putting Medium-term Credits beyond the Squeeze 


By the use of these facilities the risk element in the bankers’ reluctance 
to provide medium-term finance could be largely eliminated—for the 
period after, though not before, the goods or installations have been 
accepted by the overseas buyer. In recent years, however, two further 
considerations have become increasingly relevant. In the first place, 
exporters of capital goods have come under pressure to lend for longer 
terms than five years post-shipment: this difficulty has been partially met 
by the new arrangements announced last autumn, under which the ECGD 
may in special circumstances match the facilities available to Britain’s 
competitors by either granting a post-shipment guarantee for more than 
five years or by not withholding the five-year guarantee from contracts in 
which the exporter is offering longer credit than that (and thus will carry 
the risks of the excess period himself).* Secondly, especially in the period 
since the introduction of “‘ special deposits”’, considerations of liquidity 
have been raised by bankers as a factor that might compel them to set 
limits to their steadily rising commitments for medium-term export finance. 
There is no reason to suppose that any finance has yet been withheld on 
these grounds: banks are well aware that a primary purpose of the credit 
squeeze is to make room and make way for exports, and in their advances 
policy they have certainly given priority, wherever practicable, to projects 
that seemed to them likely to promote exports. The authorities have 
deemed it wise, however, to leave the banks with no possible ground for 
complaint on this score. Medium-term finance for exports is being put 
beyond the reach of a pressure on bank liquidity, or any other form of 
squeeze on the banks’ advances. 

This is the effect of the new facilities announced on February 6, under 
which the Bank of England now stands ready to re-finance a defined portion 
of guaranteed medium-term export credits granted by a clearing bank, a 
Scottish or Northern Irish bank or, by arrangement, any other bank that 








. See The Banker for November, 1960 (‘‘ Aiding Exporters ’’, p 707), and for December, 
1960 (“‘ Export Credits—Where Britain Lags ’’, by Paul Bareau). 
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lends on similar lines as a “ normal part’ of its business. Where a bank 

as given credit for three years or more, repayable by instalments and 
covered by the ECGD, the Bank of England will be prepared at any time 
to refinance all those instalments under the credits that are due for pay. 
ment within eighteen months of the application to it. This facility is 
analogous to a rediscount but it is not being described as such, for two 
reasons: first, the commercial bank credit concerned will not necessarily 
have been given by discount of a bill, more commonly it will be an advance; 
secondly, the Bank of England will not buy the debt, as it does when 
rediscounting—insteed it will lend to the banker against the collateral of 
the debt. 

From this it follows that a banker who seeks refinance will continue to 
shoulder any risks attaching to his original advance. He will also be 
responsible for handling all relevant documents, while holding them for 
the benefit of the Bank of England so long as any refinance is outstanding, 
and likewise for collecting the instalments from his debtor for immediate 
transfer to the Bank of England in reduction of the refinance. If. the 
export credit is repaid to the banker before its due date, he will be required 
to discharge forthwith his own outstanding indebtedness to the Bank of 
England, with interest up to date. In all cases the rate of interest charged 
by the Bank of England for refinance will be at the same rate as the banker 
receives on the credit in question. The Bank of England, for its part, 
will never require repayment of any refinance before the due dates of the 
relevant instalments; but the arrangement provides that the Bank’s offer to 
furnish such facilities may be withdrawn on three months’ notice. 

This plan resembles a suggestion tentatively put forward (though not 
formally recommended) by the Radcliffe Committee for meeting any diff- 
culty of this kind, but it is both more ingenious and in one sense more 
radical than the Committee’s expedient. In principle, the scheme breaches 
the tradition of the London market that the banks do not borrow direct 
from the Bank of England (not, at all events, unless the initiative comes 
from the Bank’s own agent, in the capacity of “‘ special buyer ”’ of selected 
bills) but tap its resources indirectly by forcing the discount houses to 
borrow. The Committee did, indeed, envisage direct rediscounting facilities 
for long credits, but for the shorter-term portions it suggested that these 
should be made eligible as collateral for the normal Bank of England 
seven-day loans to the discount market, to which any banker seeking liquidity 
relief at this point would sell the relevant paper. That was a device for 
enabling a bank to turn an advance into a liquid asset by converting it into 
call money; but this new scheme achieves the same result without any 
change at all in the ownership of the underlying debt. For any portion 
of a bank’s assets that is immediately refinanceable for cash at the Bank of 
England at the volition of that banker obviously ranks in the liquid category. 

In consequence, the instalments due to a banker in the ensuing eighteen 
months under eligible export credits will always be accounted in future 
among the liquid assets—probably being grouped with holdings of com- 
mercial bills in most balance sheets. The appropriate transfers in respect 
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of all credits previously granted were made last month, after the submission 
of lists to the Bank of England for agreement upon eligibility, and thus by 
timely chance gave the banks a small windfall of liquidity (see page 153). 
Similar lists of all new business thought to be eligible will be submitted 
each month. Moreover, since in these eligible transactions the banks are 
holding debts already guaranteed by the Export Credits Guarantee Depart- 
ment—that is, by the British Government—and since even the longer 
portions will steadily turn themselves into liquid assets in the strict tech- 
nical sense as they come within reach of refinance at the Bank, it would 
seem logical that they should be removed altogether from the category of 
advances (this change, however, was not made in the February make-up 
statements). ‘The portion representing instalments due after eighteen 
months would then either be shown as a separate item or be grouped with 
investments, probably unquoted investments. 

In future, therefore, even at the height of a credit squeeze, no bank 
should be deterred from granting a medium-term export credit (not, at 
least, one extending up to five years) either for reasons of liquidity or 
because the authorities are tending or might be expected to base their 
credit control on the behaviour of aggregate advances. A new advance 
made for this purpose might not figure in the advances at all, and if a five- 
year credit is repayable in equal half-yearly instalments, the eighteen 
months of it that becomes immediately available for refinance will be equiva- 
lent to 30 per cent of the amount lent—and thus would sustain the minimum 
liquidity ratio even if the whole of the funds relent by the exporter quickly 
return to the lending bank as additional deposits. It follows, moreover, 
from these ingenious accounting arrangements that any actual approach to 
the Bank of England for refinance is most unlikely to be made by any of 
the large banks: given that the refinanceable portion counts as a liquid 
asset, there is no point in turning it into cash. Whenever a clearing bank 
needs additional cash to adjust its cash ratio it obtains it by calling from 
the discount market or allowing its Treasury bills to run down: there is 
no reason to expect it now to borrow direct from the Bank of England 
instead—though some of the smaller “‘ outside’ institutions may perhaps 
find it helpful to do so in certain circumstances. 


No Separate Corporation ? 


The fact that these arrangements have been made evidently implies that 
the suggestion for the establishment of a separate export finance corporation, 
a suggestion that has been given another of its periodical airings recently, 
has once more been rejected—for the time being. Attention now, how- 
ever, is being focused on the problem of whether finance is needed—and, 
if so, whether it can be provided through existing channels—for longer 
periods than those envisaged last autumn when wider discretionary powers 
were given to the ECGD to give post-shipment guarantees for more than 
five years. In the past, the longest period has ordinarily been from seven 
to nine years, reckoning on up to four years from date of contract to ship- 
ment, and five years thereafter; and this has just about come within the 
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limits of banking finance, so long as the aggregate sum demanded on thege 
long credits has not been unduly large. Now, however, the question jg 
being raised whether credit for a total period ranging up to about thirteen 
years may not be needed for what the Chancellor describes as “ certain limited 
classes of exports—such as major installations—in particular markets”. 
If the Radcliffe Committee was right in its diagnosis of this problem, such 
credits would fall into a gap between the longest credits the banks would 
grant and the shortest that would appeal to the longer-term lenders, notably 
the insurance companies who “ will interest themselves in fifteen-year debt 
or longer, and may in certain circumstances be ready to go a little shorter ” 
The new refinance facilities, though they may cause the banks to stretch 
their limits a little into this gap, will hardly lead them to go all the way. 

But if very long credits are needed in special cases to support major 
installation work overseas, would it really be wise to try to bring them, by [| 
special governmental action, within the mechanism of ECGD guarantees 
and City finance that obtains for normal capital goods exports ? This is 
development finance that is more ‘properly provided direct to the pur | 
chasing authority or government overseas rather than by a device that 
makes the exporter or contractor an intermediate borrower—and then tries, 
as all the recent expedients in effect do, to relieve him of the disadvantages 
of this procedure. And if such direct development finance is indeed 
required, how far should Britain go in making it—as all export credits 
inevitably are—tied finance ? 





An Artist's Sketchbook: No. 83 


BRITISH BANKS IN TOWN AND COUNTRY 


Hoare’s Bank, Fleet Street 


OARE’S BANK is unique in that it is Britain’s only remaining 

TH] pxinte bank. The bank ‘thas been in the same family for close on 
three centuries; it was founded by Sir Richard Hoare, goldsmith 

and later a banker, and the original premises were in Cheapside. The 
move to Fleet Street, the present site of the bank, was in 1690, and Sir 
Richard Hoare named his premises “The Golden Bottle ”’—a common 
practice by traders in the days before streets were numbered. The present 
building dates from 1829, and, besides the Banking Hall, Counting House 
and other offices, contains the private apartments above. One of these, 
the Billiards Room (now the Museum), is the subject of this month’s drawing. 
The architecture is of an imposing, stately character, and the furniture 
—eighteenth century chairs, rococo pier-glass, chandelier and eighteenth 
century bookcases—forms a suitable background to a display of old coins, 
banknotes and other relics of bygone banking. Below, the banking hall 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


Here 


retains its period quality and early nineteenth century atmosphere. 
may be seen the early Victorian stove on the stone-flagged floor, old oak 


panelling and period furniture. Snuff is still available for customers, 
should they desire it. In recent years extensive additions have been made 
at the rear of the building, in a style in harmony with the original, partly 
to provide space for housing the records of the bank. 
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Careless Talk Costs 
— Nothing 


BANKERS’ REFERENCES AND THE LAW 





By A SPECIAL CORRESPONDENT 


HE law of negligence in all its multifarious manifestations is a 
wilderness in which even lawyers find it hard to discern any clear 
paths; and the paths when found tend to lead in strange directions, 
This winter has seen three negligence cases that may be regarded 
as new signposts. ‘The fact that they do not point the same way will surprise 
nobody who has ever had anything to do with the subject. With two of 
them we are not directly concerned here, notable though they are. The 
third—Hedley, Byrne & Co Ltd v Heller & Partners Ltd—is, however, of 
considerable importance to bankers, and business men in general. 

First, let us glance briefly at the law as determined in the other two 
cases. Riverstone Meat Co Pty Ltd v Lancashire Shipping Co Ltd has in its 
course through the Courts been twice mentioned in The Banker;* now the 
House of Lords—The Times, February 8, 1961—has reversed the finding 
of the Court of Appeal and held that a shipowner who delegates to an 
independent contractor his duty to make his ship seaworthy does not escape 
liability if damage results from the negligence of the contractor or his 
servants. The liability in question here is statutory, under the Carriage 
of Goods by Sea Act, 1924, and contractual, in that it arises under the 
contract between the shipowner and the shipper. Overseas Tankship (UK) 
Ltd v Morts Dock & Engineering Co Ltd—The Times, January 19, 1961— 
on the other hand, although another shipping case, is of far wider applica- 
tion, and will produce much more rewriting of the law books. It was a 
Privy Council decision, and as such not a binding precedent in the other 
Courts, but in practice such decisions are given almost the weight of those 
of the House of Lords, the composition of the two Courts being virtually 
the same. And when the Privy Council says, as it said here, that a forty- 
year-old signpost need no longer be regarded, then that signpost can be 


taken down. In 1921 the Court of Appeal held, in re Polemis & Furness 








* January, 1959, page 46; January, 1961, page 53. 
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Withy & Co Ltd, that when a man was negligent he was liable for the direct 
consequences of his action even though they could not be reasonably fore- 
seen; and by way of corollary it has since been held that he was not liable 
for indirect consequences even though they could be foreseen. ‘The 
question whether consequences were direct or indirect has led to a great 
deal of curious reasoning, and there can be nothing but relief that the 
Privy Council has now swept the whole conception away: foresceability, 
not directness, is now to be the test. ‘The liability in question here is not 
contractual; this is the law of tort, of general wrongdoing independent of 
contract, and the principle is of general application to negligent actions 
causing physical damage to persons or property. It is not the least extra- 
ordinary feature of the law of negligence that quite different rules apply 
when the damage caused is monetary; and in a legal system which has 
always tended to be more severe to offences against property than to offences 
against the person the nature of the difference is particularly surprising. 

In Hedley, Byrne & Co Ltd v Heller & Partners Ltd—The Times, Decem- 
ber 21, 1960—to which brief reference was made in The Banker in January 
—the plaintiffs were advertising agents, the defendants merchant bankers. 
The plaintiffs, on the strength of two favourable references given by the 
defendants, did business with a firm that subsequently proved insolvent; 
the action was an attempt to recover a loss of £15,000 that the plaintiffs 
would not have incurred had the defendants not given their favourable 
references. It was shown that at the time the references were given the 
firm was either already insolvent or showing all the signs of insolvency; 
and this fact must have been, or should have been, apparent to the bankers. 
McNair, J, had no difficulty in finding that the defendants had been 
negligent in giving their favourable replies to the inquirics made on behalf 
of the plaintiffs. But, with understandable reluctance, he found himself 
bound by authority to hold that in the absence of contract or fiduciary 
relationship between plaintiffs and defendants, the defendants were not 
liable for their negligence. 

Authority was almost, but until this case not quite, clear on the particular 
point at issue. In the well-known czse of Candler v Crane, Christmas G 
Co in 1951 the Court of Appeal had held that an accountant was not liable 
for the negligent preparation of a balance sheet to a person who invested 
money in the firm on the strength of it—despite the fact that he knew 
when he prepared the accounts that they were for the express purpose of 
influencing that particular person. There was no contractual relationship 
between the accountant and the investor—if there had been there would, 
of course, have been liability in contract for the negligence—and the Court 
of Appezl confirmed what was already accepted as the law, that there 
could be no liability in tort for negligence producing only financial loss. 

This again was a general principle; its application to bankers’ replies to 
Status inquiries is plain enough. But in Batts Combe Quarry Cov Barclays 
Bank Lid. in 1931, on this very question of status inquiries, Avory, J, 
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the Batts Combe case is cited in Halsbury’s Laws of England for the pro- 
position that an action would lie for such negligence. McNair, J, however, 
in the Hedley Byrne case, said that he was satisfied that Avory, J, had been 
misreported. So for the time being the position is clear: a banker is not 
liable for negligence in answering status inquiries, provided he acts in 
good faith (fraud is, of course, a different matter entirely), and presumably 
provided the inquirer is a customer of another bank: if the inquirer and the 
object of his inquiry are customers of the same bank there could be liability 
in contract. 


Another View of the Law 


There is little enough doubt about the weight of authority that com- 
pelled McNair, J, to find as he did. But the Crane Christmas case is 
memorable for more than the principle it confirmed. ‘The Court of Appeal’s 
decision was a majority decision, and the dissenting judgment was that of 
Denning, LJ (as he then was), a remarkable one even by his standards. 
In it he analysed the course by which this particular anomaly had been 
arrived at: it stemmed, he said, from a period in which “ current legal 
thought was infected by two cardinal errors . . . that no-one who is not a 
party to a contract can sue on it or on anything arising out of it . . .” so 
that “‘if one of the parties to a contract was negligent in carrying it out, 
no third person who was injured by that negligence could sue for damages 
on account of it . . . except in the case of things dangerous in themselves, 
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like guns.... This error was exploded by the great case of Donoghue v 
Stevenson . . . which decided that the presence of a contract did not defeat 
an action for negligerice by a third person, provided that the circumstances 
disclosed a duty by the contracting party to him. The second error was 
an error as to the effect of Derry v Peak, an error which persisted for 
thirty-five years at least after the decision, namely, that no action ever lies 
for a negligent statement even though it is intended to be acted on by the 
plaintiff and is, in fact, acted on by him to his loss.... [This] error was, 
however, exposed by Nocton v Ashburton, which decided that an action did 
lie for a negligent statement where the circumstances disclosed a duty to 
be careful. ... In my opinion, these decisions of the House of Lords in 
Donoghue v Stevenson and Nocton v Ashburton are sufficient to entitle us to 
examine afresh the law as to negligent statement’’. And he rejected out 
of hand the idea that the principle of Donoghue v Stevenson was restricted 
to cases of physical damage. 

At an earlier time, Lord Denning pointed out, it was possible for Knight 
Bruce, LJ, “‘in Slim v Croucher, an analogous case ninety years ago”’, to 
say: ‘‘ A country whose administration of justice did not afford redress in 
a case of the present description would not be in a state of civilization ’’. 

The plaintiffs in the Hedley Byrne case would surely subscribe to that 
sentiment. And it is clear from the rest of the judgment that, although 
not expressly included amongst his examples, bankers answering status 
inquiries would fall within his definition of the people who owe a duty of 
care in making a statement: “those persons, such as accountants, sur- 
veyors, valuers and analysts, whose profession and occupation it is to 
examine books, accounts and other things, and to make reports on which 
other people—other than their clients—rely in the ordinary course of 
business”. In his further consideration of the people to whom such duty 
of care is owed Lord Denning used words that might be considered within 
the principle of directness of consequence rather than foreseeability of 
consequence, and that in the case of a banker’s reply might still exclude 
liability in a case like the present one. It is extremely doubtful whether 
he would have wished them to be so narrowly read; but in any case the 
Privy Council’s view in the Overseas Tankship case should certainly be 
applied in future when liability in tort is established. The difficulty, with 
bankers’ replies as with accountants’ balance sheets and all other such 
statements, is that the Denning judgment, setting out with beautiful pre- 
cision just how a new break-through to common sense can be legally as 
well as rationally justified, is still no more than a blueprint for a future 
decision. 

When bankers have so often been found negligent in circumstances in 
which they could reasonably feel they had been harshly treated it is odd 
to find oneself unhappy with a decision that absolves them from negligence. 
But the state of the law seems ludicrously out of touch with life as it is 
lived to-day. Notice of appeal has been entered in the Hedley Byrne case; 
perhaps it is destined to become another Donoghue v Stevenson, exploding 
an error that has continued much too long. 
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The New Credit Transfer 


Service 


By B. C. SHARP 


HEN Sir Oliver Franks announced that the final stage of 
the Credit Transfer Scheme would come into operation by 
March 6, he described the scheme as “ probably the most 
important single development in banking, as it affects mos: 
of the people in this country, that has been undertaken for a great many 
years”. The British public has been accustomed to think that in general 
a liability can be discharged in one of only three ways—by paying in cash 
or by cheque direct to the creditor or by resort to the facilities of the Post 
Office. The completely new feature of the Credit Transfer Scheme, to 
which Sir Oliver has drawn attention in these striking terms, is that the 
banks now offer a fourth way that is being made available to the public 
at large, including non-customers of the banks, provided only that their 
creditors are prepared to give them the opportunity to use it. 

There has never been any rule that the banks would not accept credits 
from third parties for the accounts of their customers, and indeed many 
such credits have been accepted for a long time past, but hitherto it has 
only been in the interests of their creditor customers that the banks, often 
with some reluctance, have allowed these credit transfers to be invited. In 
recent years an increasing number of arrangements have been made for 
the receipt, usually only at the branches of the creditor’s bank, of hire- 
purchase and building society instalments, general and water rates, gas 
and electricity accounts, and even insurance premiums, and the evidently 
growing demand for this kind of service prompted the banks to start an 
investigation into the whole question, to see whether some new facility for 
the settlement of debts should not be made available, although it was not 
for a moment contemplated that the highly developed cheque system 
should be in any way prejudiced. 

As a result of this investigation, the banks decided to make a radical 
change in their attitude to third-party credits and to throw open their 











Mr Sharp is Deputy Chief Accountant at Barclays Bank and in that capacity has been 
closely concerned with the arrangements for establishing the new clearing mechanism. 
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counters to the general public in order to provide a cheap and simple 
method for the discharge of indebtedness. ‘They proposed to accomplish 
this by inviting those of their customers who have money to collect from 
a number of debtors to make use of their counters, and they also decided 
that non-customers should be asked to pay 6d for each transfer for the 
service the banks would be giving them in making it. 


Preliminary Steps 


Before this revolutionary change could be accomplished there was a great 
deal to be done, far more indeed than seems to have been appreciated by 
some of those who have criticized the banks for being slow to move in 
this direction. If the scheme was to succeed—and all the evidence was 
that there would be a widespread demand for the new service—the 
machinery to handle a greatly increased flow of credits had to be got ready. 
The first step, which affected nobody outside the clearing departments of 
the banks, was to institute a general centralized credit clearing on the lines 
of the cheque clearing (debit clearing); this step was taken in April last 
year. The second step was to bring within the new credit clearing all 
inter-bank and inter-branch credits of any kind. Previously, the only 
credit transfers that had been dealt with centrally at the head offices of the 
banks were the standing orders and the old traders’ credits; credits paid in 
over the counter were sent direct to their destinations by methods that 
varied from bank to bank. This second step in turn involved the 
standardization of stationery for counter credits to a degree that had not 
hitherto been necessary; the tremendous task of getting all the old mis- 
cellany of counter credit slips changed in order to conform to the standard 
lay-outs that have been agreed is now well under way, though some time 
must elapse before it becomes practicable for the banks to reject credit 
slips that do not conform to the new standards. 

The decision to bring counter credits into the credit clearing, involving 
as it did a delay of an additional day (two days at a week-end) in the arrival 
of credits at their destinations, has been seen in some quarters as a retro- 
grade step, but it was in fact an essential preliminary to the establishment 
of a new system capable of bringing considerable benefits to customers of 
the banks—to all private customers by giving them a simpler and cheaper 
way of settling their debts, and to many commercial customers by facilitating 
the collection of money from their debtors. In any case there was really 
no reason why the method of transmission of credits should not come into 
line with the transmission of cheques; now that hundreds of thousands of 
credits are received at bank counters every day for transmission to other 
branches and banks, the amount of work involved in the direct transmission 
of credits had reached enormous proportions. 

For those large customers who might be concerned at the delay in 
receiving advice of the credits paid in to their accounts a scheme of col- 
lection accounts at the head office of each of the banks was instituted. 
Under this scheme, which is available for any customer regularly receiving 
a large number of credits, all the credits are amalgamated on a special 
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account at the head office of his bank on the day when they arrive from 
other banks and branches, and on that same day a single credit for the 
total is sent to the account-holding branch and the actual credit slips, 
together with a machine list, are posted direct to the customer. He is 
therefore in a position to know what credits have been received for him at 
the same time that the money reaches his account at the branch, so that 
the advices, though not the money, probably reach him more quickly than 
they did under the old system. In practice these collection accounts are 
not yet being widely used, principally because, under the old arrangements, 
branches have been accustomed to give their large customers a more com- 
prehensive (and tailor-made) service in the matter of sorting and listing 
credits than can be assumed by the new credit clearing departments. In 
such cases it could well be in the interests of both bank and customer that 
a collection account should be opened—the standardized listing service 
would be more economic for the bank, and the customer for his part would 
benefit by an appropriate reduction in the amount usually charged to him. 


Charging the Non-Customer 


With these preliminary steps out of the way, the stage was set for the 
introduction of the really fundamental change, which is in essence that 
the banks invite the public to make use of their counters for the settlement 
of indebtedness by lodging credits for transfer to accounts at any bank in 
the United Kingdom or Eire. After March 6 a non-customer of the banks 
is to be charged 6d for each third-party credit, whereas a customer, provided 
he gives his instructions to his own branch bank, does not immediately or 
necessarily pay any fee at all (whether any charge is later made against 
him will depend, in the usual way, on a general consideration of his account 
and the amount of work that has been done for him). Until October 1 
there will be exceptions to this charge of 6d which will not be paid for 
credits to the accounts of gas and electricity boards, building societies, 
local and water authorities and insurance companies, with many of whom 
arrangements exist that cannot be terminated at such short notice. The 
case of hire-purchase companies, who at present pay a charge of |s for 
every credit received for them at the banks’ counters, a charge which is in 
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some cases passed on specifically by them to the debtor and in others lost 
in the general cost of the finance, has needed to be specially considered; 
the companies have been asked to elect whether or not the charge, which 
will in any case be reduced to 6d on March 6, should be transferred to 
their debtors on that date or on October 1. 

It is, of course, only for a third-party credit that the charge of 6d will 
be levied. A customer or his agent paying in to his own or his principal’s 
account at another bank or branch will, as in the past, not be charged for 
the transmission. ‘There may be some initial difficulties here while cashiers 
and public become accustomed to the change, but the general principle is 
that if the transaction involves a change in the ownership of money, the 
fee is payable. ‘The word “ agent ”’ is capable of more than one definition, 
and for the purpose of the Credit Transfer Scheme an agent is someone 
holding money that was already the property of the person whose account 
is to be credited. ‘Thus a rent collector paying in to his client’s account 
does so free of charge, but a tenant paying rent to his landlord pays 6d. 
Exceptionally, it has been decided that the agents of mail order firms should 
pay the fee. 

It now remains to be seen to what extent the new service will be used. 
Considerable interest has been aroused by the announcement, but it will 
be some time before there can be any increase in the amount of work at 
bank counters. The initiative has to be taken by the creditor, who must 
invite payment by this means if the service is going to be used. He can 
do this in two ways. He can either send out with his invoice a credit 
transfer slip, which may be in the form of paper or a punched card, in 
which case he will be able to record on the slip any information that will 
be of help to him when it comes back from his bankers; or he can simply 
give the name of his bank and branch and leave it to the debtor to make 
out the credit transfer slip. If he does neither of these things the debtor 
will not be able to pay by credit transfer as he will not normally know 
where his creditor banks. 

There has been criticism in some quarters of the decision to collect the 
6d charge from the debtor, but the banks regard this as fundamental to 
the whole scheme, and are not prepared to allow any exceptions whatever. 
Apart from the administrative difficulty of having to differentiate between 
credits, the banks feel that so long as the public are allowed to make use 
of their services (apparently) free of charge they will be less likely to 
become customers. Paradoxical though it may seem, much of the initial 
opposition to the charging principle, which is by no means widespread, has 
come from the side of the creditor. This is an issue that concerns public 
bodies of various kinds. It is difficult to see, however, how the opposition 
of any such large creditor could be justified if it were to be taken to the 
point of involving them in substantial outlay in setting up some system (in 
substitution for their present arrangements through the banks) merely to 
enable debtors to pay their accounts without any direct expense. The 
cost of such a system would almost certainly exceed 6d per credit, and in 
the end it would follow that the debtors would have to pay more. Bank 
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customers would be justified in objecting to what would in effect be a 
subsidy to non-customers. 

Nor can the modesty of the charge be disputed. It costs 6d to send a 
postal order of any amount up to 21s and more for any larger amount, 
apart from the necessity to address an envelope, and while the debtor can 
always take cash to his creditor, if it costs him more than 6d to get there 
and back he will be out of pocket. By adopting the figure of 6d the banks 
have shown they are in earnest because there can be little in it for them 
except the hope of getting more deposits by attracting potential new cus- 
tomers into their premises. They have also faced up to the additional 
difficulties the new facilities may involve them in during the already con- 
gested business of Saturday mornings; they are not refusing to accept 
third-party credits at these times—though they are asking the large 
customers utilizing the scheme to discourage their debtors from using the 
banks on Saturdays and after 2.30 p.m. on other days. 

At a time when there is pressure on staff and premises the launching of 
the new scheme is a bold step that deserves to succeed. It may now be 
only a matter of a year or two before a private customer finds he can pay 
all his accounts in this new way. Instead of making out cheques and 
envelopes for each account he will be able to make out one cheque, a credit 
transfer slip for any creditor who has not supplied one, and a list on a form 
supplied by his bank. All these he will send to his bank, which will do 
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the rest; he will have saved himself postage, stamp duty and stationery. 

It is also hoped to encourage the use of credit transfers for the payment 
of salaries, for which purpose they are already widely used, for the payment 
of wages now that this has become possible, and for the settlement of com- 
mercial debts by what was formerly known as the Traders’ Credit system, 
a method that has definite economies for the debtor. To the argument 
sometimes advanced that under the Traders’ Credit system of payments 
the accounts are debited sooner than if cheques were issued, it may be 
answered that if payment is made two or three days later the effect is the 
same both for debtor and creditor, since the latter has cleared funds on his 
account just as soon as if he had received cheques two or three days earlier. 

It will be interesting to watch the published figures of the Credit Clearing. 
At present these are equivalent to no more than 10 per cent of the general 
cheque clearing, but it must be remembered that at present credit ships 
that do not approximately conform to the new standards cannot go through 
the clearing. As the slips are standardized, and as the use of credit transfers 
grows, the figures may be expected to increase rapidly. 


Comparison with Giro 


Before the banks constituted their Credit Transfers Sub-Committee to 
look into the whole question of the facilities offered for the settlement of 
debt, two of the banks sent representatives to the Continent to look into 
the Giro systems operating in many countries where the banks have regarded 
their functions as the acceptance of deposits and the provision of credit 
rather than the organization of a system for debt settlement. No cheque 
system comparable to ours exists anywhere and in its absence the Giros, 
usually operated by the Post Office, have filled the void. As a result the 
Giros hold substantial balances, of which the equivalent sums in this 
country are with the banks. The Credit Transfer System is not a Giro 
because the accounts it serves are spread throughout the network of branch 
banking, whereas the essential feature of the Giro is that all the accounts 
are centred in one place; but the Transfer System offers a comparable 
service. It would be perfectly possible for the banks to create a full Giro 
system in which all Giro accounts would be centralized in their clearing 
departments, or even at some clearing centre operated jointly by all the 
banks; but of the many considerations that arise, none has been thought 
to be more important than the fact that such a change would involve a 
breach in the personal relationship between banker and customer that now 
exists in this country. If, in time to come, there is reason to think that 
this relationship can be dispensed with in Giro-type accounts, and if the 
volume of Giro-type work is such that a Giro centre or centres becomes 
economically desirable, the change can be made and will be all the easier 
because of what will have been done in setting up the Credit Transfer 
System. It is difficult to see, however, that a Giro system could make the 
settlement of indebtedness any easier or cheaper to the public than the 
Credit Transfer System now launched; if any future move is made by 
the banks it is more likely to be for reasons of their own economy. 
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Dr Verwoerd and the 


Foreign Investor 


By RALPH HORWITZ 


CAPETOWN, mid-February 


HE legislative die has now been cast and the Union of South 

Africa will shortly be re-born as the Republic of South Africa. 

This critical fact will confront the conference of Commonwealth 

Prime Ministers that opens in London in a few weeks’ time. 
The economic significance and consequence of South Africa’s change of 
status will depend, however, not only on whether the new Republic is 
accepted as a member of the Commonwealth but also on whether the 
Republic’s Prime Minister, Dr Verwoerd, will face up to internal realities 
—and especially on whether he can and will create conditions in which 
overseas capital may flow in again. 

For him the Commonwealth decision will be crucial—and could be 
crucifying. In the parliamentary debate to establish the Republic, Dr 
Verwoerd assured the country that it was his most earnest intention to 
secure acceptance of South Africa as a continuing member of the Com- 
monwealth but not, he said, if that involved any “ insult ”’ to the country’s 
dignity or any “interference”’ in its domestic affairs. And although tt 
would be unwise to underrate his intransigence, there can be no doubt 
that he is most desperately anxious that the Commonwealth should not 
withdraw its vital, if invisible, cloak of comity. For if it did withdraw tt, 
the Republic of South Africa would find itself friendless and _ utterly 
isolated. Even Dr Verwoerd might not then be able to prevent the crum- 
bling of Afrikaner nationalism, which has indeed existed and flourished 
only by virtue of an undeclared but none the less pervading Monroe 
Doctrine extended by British Governments ever since 1905. 

This crucial conference for South Africa and for Dr Verwoerd comes, 
furthermore, almost exactly a year after Sharpeville—that historic event 
remarked by a senior Nationalist Minister as a point of time after which 
South Africa would never be the same. Dr Verwoerd has, however, 
remained utterly determined to ignore history. He has not made one 
single gesture in policy or permitted one single alteration in administrative 
practice that would suggest that Sharpeville ever took place. But Sharpe 
ville did take place and its shadow will loom over the coming conference. 
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The financial realities of Sharpeville are too obvious and pervading for 
even Dr Verwoerd to overlook completely. They are most manifest in the 
near-halving of the country’s foreign exchange reserves in the past eleven 
months, to the low figure of approximately £85 millions, and in the absence, 
under present conditions, of any prospect of a revival of foreign capital 
investment. Now, moreover, it has to be accepted that there is no early 
likelihood of yet another of those “* miracles ” that have so strikingly rescued 
South Africa in the past—no likelihood, that is to say, of an early increase 
in the gold price. ‘These three basic facts have together made unavoidable 
some re-assessment of the country’s economic policies.* 

Such a re-assessment was recently undertaken by the newly constituted 
Economic Advisory Council under the able guidance of Dr D. H. Steyn, 
former Secretary for Finance and now economic adviser to Dr Verwoerd. 
This was followed by an important statement from the Prime Minister 
who, while publicly declaring that “‘a measure of under-utilization of 
productive capacity still prevails’ and ‘“‘ that a much more rapid rate of 
expansion is justified by the available productive resources of the country ”’, 
recognized that the key to expansion lies in the provision of an adequate 
supply of capital. More significantly, he showed his awareness that the 
problem could not be solved merely by recourse to domestic capital. After 
emphasizing the need to encourage domestic savings ‘“‘ to prevent a serious 
shortage of capital for new development which may arise from the repatria- 
tion of South African shares abroad ”’, he in effect made a new plea for the 
participation of external enterprise and capital. 

Any shortfall which may develop in this regard may, partly if not altogether, 

be offset by direct participation with South African entrepreneurs in the local 

establishment of new enterprises, either by way of the location of subsidiary 
enterprises in the Union, or by participation with South African entrepreneurs 
in the establishment of new enterprises. 
The Prime Minister has evidently accepted unreservedly Dr Steyn’s long- 
held and proclaimed view that South Africa still requires massive foreign 
capital investment for the further development of her economy. 


Built-in Import Controls 


No informed and realistic economic adviser could indeed ignore the 
critical réle of external capital investment—or disinvestment—in South 
Africa’s balance of payments. Throughout most of its economic history, 
and especially since it entered the modern world exchange economy with 
the discovery of the diamond and gold mines, South Africa has balanced 
its external payments through a substantial import of capital. In earlier 
periods this capital inflow could in a sense be taken for granted. But in 
more recent times the greatly heightened sensitivity of foreign (not to 
mention domestic) capitalists towards the South African Government’s 
political policies has made it well-nigh impossible for the Treasury officials 
responsible for import policy to count on any net inflow. 


——. 





* For a graphic appraisal of the economic effects of recent political trends, see ‘‘ Apartheid 
and the Siege Economy,” by John Marvin, in The Banker for January 1961.—epD. 
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The dramatic impact of political factors on the capital flows has never, 
of course, been more startlingly emphasized than in the past year. Before 
Sharpeville, another of those ministerial promises (or warnings) had been 
given of the early end of import control. As it is, the dictates of political 
economy once more have compelled a renewed tightening of import permits. 
In present conditions, it is clear, any complete removal of import controls 
would be a most hazardous operation. One major reason for this is, of 
course, the uncertainty arising from South Africa’s dependence on capital 
imports. The other principal reason resides in the built-in inflationary 
effect of economic apartheid—because the colour bar obstructs a full 
utilization of the country’s labour resources. 

It is not suggested that there is no means by which a South African 
Government could avoid the need of exchange controls. ‘There is indeed 
little doubt that a combination of appropriate monetary and political policies 
could enable South Africa to finance a steadily increasing import bill 
without controls. Neither the requisite monetary policy nor, more par- 
ticularly, the requisite political policy is, however, acceptable to the present 
Government. In consequence, foreign exchange or import control has to 
be regarded as a “ permanent ”’ part of the national economic policy. 

The realization that foreign exchange or import control has thus become 
a fixture in South Africa’s financial structure is not entirely unwelcome to 
certain South African industrialists and senior Government officials. These 
industrialists have taken the view that, all ministerial protestations to the 
contrary notwithstanding, foreign exchange control has in practice been a 
most effective form of protection against competitive imports. From their 
viewpoint, the operation of import controls is seen as one of the prime in- 
fluences that made possible the impressively rapid industrialization of the 
Union in the post-war years and this is also the opinion of some 
highly-placed civil servants. After the introduction of import controls in 
1948 there was a major expansion of manufacturing industry in South 
Africa. A considerable number of foreign firms, having enjoyed sub- 
stantial markets for their products in the Union up to that date, were 
induced by the threatened barriers to set up branch or subsidiary com- 
panies within the Union. Others linked up with South African enterprises, 
and South African business men themselves showed much energy and 
initiative in securing capital, know-how, franchises and licensing agreements 
to make in the Union what had hitherto been imported. 


Foreign Capital and the Boycotts 


It can thus be contended with force that import control, during that 
stage, was a positive stimulant for overseas capital investment in the Union. 
The Prime Minister—and Dr Steyn—now clearly hope that the tightening 
of import controls recently announced will similarly induce a further par- 
ticipation of foreign enterprise in association with South African entre- 
preneurs. Thus the Prime Minister in his recent statement went out of 
his way to assure foreign investors that they are not threatened in South 
Africa by any danger of nationalization. 
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It must be questioned, however, whether import controls in the ’sixties 
can be expected to have the same effects as they had in the ’fifties. In the 
last ten months there has been massive disinvestment by outside investors 
in South African shares and the key consideration here has undoubtedly 
been a political mistrust of South African affairs and of the country’s 
immediate future. Foreign investors are clearly reluctant to expand or, 
in some instances, even to continue their stake in the Union. There are 
also serious implications in the effect of the boycotts on South African 
exports. Many British, European and American companies, who estab- 
lished or linked up with South African enterprises in the early years after 
import control, planned capacity for both the local market and the export 
market (since the domestic South African market was, and is, too small in 
many cases for economic operating units). It is a considerable embarrass- 
ment for such firms now to have to identify their products as of South 
African origin when seeking export orders. Certain “ foreign’ firms have 
already been compelled by the boycotts of South African goods to switch 
back to home-based factories the export business that had been handled 
from their South African operations. There are, moreover, a few native 
South African manufacturers who have already acquired interests in the 
United Kingdom to safeguard their export trade against the boycotts of 
South African-made goods. 

In these conditions, therefore, it seems unlikely that external capital 
will this time be attracted to South Africa by the need or wish of foreign 
enterprises to maintain their share of the South African market. The 
Prime Minister still thought it worth while, however, to make a striking 
sales appeal: 

The Government realizes that in a young country such as South Africa 

attractive profit opportunities are the key to rapid development because it is 

profit opportunities which bring about the high rate of investment that is so 
indispensable for a high level of employment and an increasing standard of 
living for the population as a whole. ‘Together with the attractive profit 
opportunities and a high rate of investment goes a high level of savings and 
attractive yield. The monetary authorities will follow a policy which recog- 


nizes this as well as the need to maintain the monetary stability for which the 
Union is already so well known in all foreign capital markets. 


To this Dr Verwoerd has added his own touch of political assurance and 
promise of personal action. Inasmuch, he said, as the outflow of capital 
is due to the fact that foreign investors “‘ have less faith in the general 
future of South Africa than do domestic investors and in so far as this lack 
of faith is due to ignorance of the positive aspects of the Government’s 
trace policy, I shall this year personally endeavour to bring about a better 
understanding in Europe of the special position of the Union. . . .” 

As Dr Verwoerd takes his seat at what promises to be one of the most 
dramatic peace-time conferences of Commonwealth premiers, all those 
who have investments in the Republic of South Africa—citizens and 
utlanders alike—will watch with tense concern to see if the first Republican 
Prime Minister will indeed succeed in altering Europe’s ‘“‘ understanding ” 
and thereby bridge the chasm of yawning catastrophe. 
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Competition in Lending 
and Monetary Policy 


By M. V. POSNER 


MONG the many issues raised by the Radcliffe Report, one of 
the most critical was that of the rdéle of “ outside institutions ” 
in the financial system. Mr Harold Rose clarified some of the 
aspects of this problem in a previous article in The Banker,* 

where he rightly remarked that for the proper understanding of these 
matters much more must be known about the working of, in particular, 
the finance houses and merchant banks. By understanding more fully the 
workings of these institutions we should also understand more clearly how 
the monetary system responds to attempts by the authorities to control it. 
This article attempts to demonstrate that the presence of any substantial 
degree of competition in the money marketf must necessarily make control 
of that market a task for which traditional weapons, acting on the supply 
of money, are unsuited—and that the growth in the activities of financial 
intermediaries since the war must have increased significantly the com- 
petitiveness of the market. 

The discussion may be clearer if a similar problem in another field 1s 
considered first. Suppose the Government wishes to limit the usage, in 
the home market, of, say, sheet steel. A naive bureaucrat might think that 
his task was done when he had drawn a regulation prohibiting certain 
named firms from selling their current output in the open market. But in 
fact such a control would be useless—largely because “‘ one control breeds 
another ’’, or, more specifically, because other firms, not at present making 
the product, might start to produce it—particularly if thwarted users force 
up the price; substitutes might be developed; stocks of the commodity—in 
the hands of producers, wholesalers, or consumers—might be run down. 
Controls over steel sales and controls over the use of money for spending 
are, of course, very different, and the analogy between them breaks down 
at several points. The most important of these special features of the 
banking “industry ”’ are, first, that only bank deposits or notes can be 








*“ Another Look at Liquidity’, The Banker, March, 1960. 
+ The term “‘ money market ” is used throughout in its widest sense, denoting the market 
for liquid funds as a whole. 
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used for the final settlement of debts—no substitutes are acceptable; and, 
second, that money is not used up by the consumer—it is still available 
for use by others. Despite these differences between the two cases of 
control, the possibility of competition combined with the running down of 
idle balances (stocks) can produce the sort of evasion of control in the 
money market with which we are familiar elsewhere. 

To press this point further, let us first look more closely at the meaning 
of “‘competition”’ in this context. The criterion here is the ease with 
which the specific needs of an individual borrower or lender may be met 
from a large number of competing sources. The existence of a large 
number of competing financial intermediaries is essential if the degree of 
competition in the money market is to be substantial. ‘The two original 
groups in the market—those who can provide assets (perhaps their own 
liabilities) acceptable as money and those who are prepared to hold such 
assets—cannot possibly trade in competitive conditions unless there are 
institutions that can bring them together. Such institutions typically both 
increase the net liquidity of the system (by converting lenders’ short-term 
assets into borrowers’ longer-term liabilities), and ease away difficulties 
caused by lack of knowledge of credit-worthiness, etc (by specializing in 
lending to specific sectors of the market). The question, therefore, is: 
how easy is it for a lender, who has certain specific requirements (a certain 
preference pattern of risk, reward, date of maturity, etc) to meet a borrower, 
who, in general, has quite different requirements? In my judgment the 
degree of competition in this sense is now, and perhaps has always been, 
so large as to invalidate the assumptions of the traditional account of the 
process of monetary control. 

In present conditions, the effects of (an officially induced) stringency 
can be countered by substituting one source of supply for another. While 
bank deposits may be reduced in total quantity, this need not lead to a 
reduction in the volume of spending, since the high degree of competition 
among financial intermediaries will enable idle hoards to be activated. 
This activation can be achieved either by the action of the banks them- 
selves in selling securities to the public* and thereby obtaining the funds 
to permit an expansion of their advances or through the medium of financial 
intermediaries who induce the public to switch from bank deposits to 
slightly less liquid assets. In either case the effect will be to frustrate an 
attempt to control expenditure by controlling the supply of money. 


The Orthodox Rate of Interest Effect 


Even ignoring the international effects of monetary stringency in London, 
a variety of differing accounts can be given of the modus operandi of tradi- 
tional monetary policy. The simplest account, but one whose validity few 
would accept to-day, concentrates on a reduction in the volume of money: 








*In practice, the activation would most probably be effected in two stages: the banks 
would sell securities to the authorities, who would actually tap the idle hoard when they 
tesold a corresponding volume of securities to the public. On this process of activation 
see “ Money Still Under Review ”, by Harold Rose, The Banker, February, 1961, page 101. 
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the less money there is, the less spending there will be. A more generally 
acceptable version, of which there are many subtle variations, concentrates 
not on the reduction in the volume of money, but on the change in its price 
—the rise in the whole complex of interest rates. If monetary policy is 
to work at all, in any traditional sense, it must work by inducing some 
actual spender to curtail his spending—his demand for real resources. Those 
who assert the fundamental importance of the rate of interest usually argue 
that it is a rise in the price of credit that removes the marginal borrower 
from the market. This direct deterrent to spending may be called “ the 
orthodox rate of interest effect on borrowers”’. ‘The argument advanced 
in this article is that the more competitive the market, the smaller the 
orthodox rate of interest effect can be expected to be. If this argument is 
correct we should expect to find, if the degree of competition in the market 
is large, either that monetary policy does not work, or that it works through 
some route other than the orthodox interest rate effect. 

The size of this “‘ orthodox” effect depends on two things—the extent 
of the change in the relevant rate of interest and the responsiveness of the 
demand for loans to any given change (the “ interest-elasticity ’’ of the 
demand for loans). Fortunately, it is not necessary to make any special 
assumptions about the elasticity of the demand for loans: all that is necessary 
is to assume that, however elastic the demand it is likely to be much less 
elastic than the supply of funds in a competitive market. This assumption 
is based on the argument that borrowers have many costs to meet, and 
many complicated guesses to make about the final market for their product, 
whereas potential lenders (other than the clearing banks) are concerned 
with only one set of costs—the pattern of interest rates—and one set of 
expectations about that pattern; borrowers, therefore, rationally care less 
about interest rates than do lenders, just as clothing manufacturers are 
much less concerned about the price of cotton thread than are the makers 
of that thread: cotton is a small part of the cost of clothes.* If this argu- 
ment is correct, a given rise in the rate of interest may be expected to do 
far more to increase the availability of funds than to “ choke off”’ pros- 
pective borrowers. 

We now come to the crux of the matter. Let us consider the availability 
of funds to individual spenders whose business is such that they are potential 
customers for clearing bank advances.t At the outset, loans are available 


* There is one hypothetical class of borrowers, who, in their purest form, are influenced 
by the rate of interest in the same way and to the same extent as are lenders: these are 
speculators in commodity stocks. Historically, in the City of London, the commodity 
markets were, of course, closely linked to the money market, and the link was further 
strengthened through the international transactions of the City. The link, however, is far 
more tenuous to-day, and there is, in particular, some doubt about the volume of stocks 
that are held for “‘ pure speculative ”’ purposes. 

+ In what follows the demand for loans (to maintain a flow of spending through time) 
is related partly to the supply of bank balances (a stock of which exists at a point of time); 
this incompatibility of flows and stocks raises a number of familiar theoretical problems. 
These may, however, all be avoided by making the realistic assumption that there 1s 4 
constant relationship between the flow of spending that a borrower maintains and the 
minimum stock of bank balances he requires to have at his command for that purpose. 
We assume, that is, that the velocity of active money is much more constant than that 
“bogus concept ”’—the overall velocity of circulation (see Professor R. F. Kahn’s Memo- 
randum to the Radcliffe Committee, para 61). 
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at the going rate to all “‘ prime” customers (the supply of loans is highly 
elastic). A rise in Bank rate will lead automatically to a rise in the rate 
on advances. If borrowers are at all sensitive to changes in the price of 
credit (i.e. if the demand for funds has an interest-elasticity greater than 
zero), some borrowers will eventually reduce their overdrafts as a direct 
consequence of the rise. ‘Thus the orthodox rate of interest effect has its 
(possibly quite small) triumph. But will this be the only reduction in 
lending achieved ? 

It was asserted above that no plausible account of the modus operandi of 
traditional policy would suggest that the quantity of funds can be limited 
independently of a variation in the rate of interest. This view, however, 
is correct only for the market as a whole; if the market is only imperfectly 
unified—if competition is not perfect—then some parts of the market may 
experience a shortage of funds while others have an excess. The more 
competitive the market, the more will these two groups meet to their mutual 
profit. Essentially, such a special shortage of funds might arise from 
restrictions imposed (by tradition or informal agreement) on the asset 
structure of the clearing banks but not on that of other institutions—and 
from a failure of the banks to circumvent any official restriction of funds 
by selling gilt-edged. The present argument assumes that banks have not 
wholly evaded official attempts to control their lending in this way, and 
hence have unsatisfied customers at the prevailing rate of interest; there is 
then an alternative route of evasion, through the outside institutions. 


Finance Houses and the Supply of Loans 


Any increase in the fringe of unsatisfied borrowers clustered round the 
clearing banks is likely to increase the stream of customers arriving at the 
borrowing counters of other institutions, most typically HP finance houses. 
In so far as these other houses can meet the demand without raising the 
rate of interest at which they themselves borrow and therefore the rate at 
which they lend, the shortage of funds at the banks will be circumvented. 
The houses attract deposits from clearing banks by offering higher rates of 
interest and relend them to customers (znter alia, those turned away from 
the banks) at rates perhaps above the “ floor’ rate charged by the banks. 
The demand for funds in this market may be regarded as the unsatisfied 
demand for clearing bank advances; the supply stems from the idle balances 
held by the public. It is in this market that the reaction of the demand 
for and supply of loans to changes in the interest rate may be most usefully 
contrasted. 

As was noted earlier the supply of such loans is likely to be more 
responsive to changes in interest rates than is the demand. Moreover, 
the supply will be more elastic the greater the extent to which the deposits 
or paper offered by finance houses or other institutions are regarded as 
perfect substitutes for bank deposits. Consider the owner of an idle deposit 
ata clearing bank. If the convenience, liquidity, and safety of holding his 
balance on deposit with a finance house are deemed as great as if he held 
it ata bank, a very small interest differential will serve to induce him to 
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switch from one to the other; if, on the other hand, the clearing bank offers 
significantly greater advantages on any of these counts, a proportionately 
larger interest rate inducement will be required to tempt a given volume 
of idle balances to the finance house.* 

Thus a money market in which, from either the lender’s or the borrower's 
point of view, one intermediary is as good as another, is a market in which 
the supply of funds is highly elastic. In the extreme case, loans will always 
be available somewhere in the market at a price insignificantly higher than 
that charged by the banks; there can be no shortage or “ tightness ”’ of 
money—unless by that phrase it is meant merely that money is expensive. 
But the less competitive the market—the less perfect substitutes are the 
deposits of non-bank intermediaries for those of the banks—the greater 
will be the rise (above the floor) in the rates at which those intermediaries 
borrow (and lend) required to redress a shortage of bank loans. And the 
greater this rise, the greater the orthodox rate of interest effect on the 
borrowers. It follows that the orthodox rate of interest effect is important 
only if the market for credit is very non-competitive. 

This argument, which emphasizes the réle of the financial intermediaries 
in activating idle balances, may now be integrated with the other form of 
activation mentioned earlier—the sale of securities by the banks themselves. 
The proceeds from the sale of securities can meet the excess demand for 
loans even more fully than can additional lending by outside institutions. 
But is the scope for selling securities so effectively limited by lack of com- 
petition in the money market as is the shifting of idle balances from banks 
to finance houses ? The answer would seem to be that the supply of funds 
can be limited by lack of competition, but that this is not the only cause 
(i.e. the elasticity of supply of funds is determined by other factors besides 
the degree of competition). If the market is highly competitive, the 
responsiveness of the holders of idle balances to a fall in the price of securities 
(a rise in interest rates) will be determined entirely by their expectations 
about future prices. For example, a few individuals may be prepared to 
buy at the going price, but the expectations of others may be such that a 
significant fall in price will be necessary to tempt the next set of buyers 
into the market; the greater the dispersion of expectations away from present 
prices, the less the elasticity of demand for bonds (i.e. the less the elasticity 
of supply of funds). But this factor determines only the maximum degree 
of responsiveness of idle balances to interest rate changes (i.e. it places a 
maximum on the elasticity of supply of funds). Gilt-edged securities are 
an imperfect substitute for bank deposits, not only because of uncertainty 
about their future prices but also because they are utterly different assets. 
Some deposit holders are ‘“‘ speculators’, but not all of them, and cer- 
tainly not all to the same extent. In a highly competitive market there 
would be a wide range of assets intermediate between bank deposits and 
gilt-edged; but the only asset that clearing banks can sell to improve oF 
defend their liquidity is gilt-edged—there is no alternative. Thus the 











* On this general point see also ‘‘ Money Substitutes and Monetary Policy ” by A. Lam- 
falussy, The Banker, January, 1961.—£DITOR. 
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ability of banks to sell gilt-edged is limited by the existence of large ‘“‘ gaps ” 
between differing financial assets. 

The bigger these “‘ gaps” in the existing range of financial assets, the 
less competitive the money market; and the less competitive the market, 
the greater the incentive for new institutions to fill the gaps. A holder of 
idle funds who will not, in certain circumstances, buy gilt-edged, may for 
a relatively small interest differential, make over his bank deposit to a 
finance house, which will then relend it to ultimate spenders. The advan- 
tage of the finance house over the bank is partly that its interest charges 
and payments are more flexible and partly that it can offer high rates for 
the small quantity of funds it needs, whereas the bank pays a flat rate for 
all its time deposits. Finance houses (or other financial intermediaries) 
can, then, make a mockery of all attempts at controlling the money supply 
—‘‘ old-fashioned ’’ open market operations as well as modern requests to 
the banks to limit their advances. But, as we noted earlier, banks are in 
the special position of being the only possible ‘‘ manufacturers” of a 
means of payment, bank deposits. Does not this give them a permanent 
advantage over other institutions, and hence give the authorities a permanent 
hope that if they can grasp the slippery monetary mechanism in one accessible 
spot they will effectively control the whole ? 


Banks—A Special Case ? 


The distinction between banks and other financial institutions is that 
bank liabilities are acceptable as final payment of debts, while the liabilities 
of all other institutions are acceptable only in so far as they may be 
exchanged for bank deposits. ‘Thus a banker who sells securities to a 
depositor and uses the proceeds to extend advances is acting, as we have 
suggested, in exactly the same way as a finance house that solicits public 
deposits. But the volume of bank liabilities (deposits) is subject to change 
—banks can create or destroy money. Why cannot finance houses create 
money? Or, put in another way, what is it that prevents a finance house 
from becoming a bank? The answer is that it is not recognized as a bank 
—it is not large enough to be able reasonably to count on acquiring its share 
of the deposits created by the lending operations of other institutions. 

There is, then, on this argument, a “‘ threshold” effect—until an insti- 
tution attains a certain size and experience it cannot compete. This would 
suggest that the special position of banks is itself a sign of imperfection in 
the money market. The process of amalgamation and consolidation, the 
spread of branch banking, and special relationships with the authorities, 
have helped in the past to isolate the banks trom the rest of the market. 
But the fact that many other institutions are now establishing branches that 
attract depositors as well as borrowers—e.g. the building societies—suggests 
that the distinction between the two parts of the market is being eroded. 
We have seen that banks, when they sell securities to make advances, behave 
like finance houses; in the same way, building societies, spreading their net 
wide to catch other people’s advances, are beginning to behave like banks. 
(It is perhaps this loss of a former special position by the banks that led 
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Professor Sayers to make his revolutionary and most stimulating suggestion 
that “‘ bank deposits are now the small change of the system”’, see The 
Banker, September, 1960.) 

The result of these changes is that it is now possible, in the face of 
monetary stringency, to institutionalize the activation of idle balances—to 
‘economize money ”’ as it used to be expressed. The greater the number 
of channels open to new financial intermediaries, all of whom may borrow 
short and lend long, the less does the system need to rely, in its attempt 
to resist contractionary influences, on the highly unstable market for 
securities. By offering a small rise in interest rates combined with a fixed 
capital value, the new institutions find it easy to tempt the holders of 
speculative balances. 

Doubtless, such institutions, piratical though they were, existed before 
1914, but the risk inherent in their business was far greater; a deposit in 
a finance house was liquid enough, but the company itself could be bank- 
rupted. Recent developments in the capital market, and the virtual exten- 
sion of “ lender of last resort ”’ facilities (via the intervention of the clearing 
banks) to such bodies as the finance house subsidiaries of the banks, suggest 
—although detailed study of this point has not been made—that risk has 
been reduced until it is little greater than that attaching to time deposits 
at a clearing bank. 

But this process is not yet complete. Moreover, for reasons associated 
with the inability of institutions other than the banks safely to “ create 
money ”’, deposits with a building society or finance house are not yet 
regarded by the public as perfect substitutes for bank deposits. The 
greater, in the eyes of the public, the liquidity of bank deposits compared 
with, say, deposits in a finance house, the greater will be the isolation of 
the market in which banks lend from the market in which finance houses 
lend. The still special position of the banks, therefore, serves to reduce 
the elasticity of the supply of funds and hence facilitates official control 
over spending. But the history of the last decade suggests that this con- 
tribution is not, at the present, very great. This raises the question how 
far the opposite was ever true; was there a period in which the position of 
the banks was so special that no activation of idle balances was possible? 
Such an investigation is beyond the scope of the present paper, but the 
answer would seem to be that there was not. It is, therefore, rather sur- 
prising that theorists ever accepted an account of the modus operandi of 
monetary policy that assumed a complete isolation of the banks. 

It would thus appear that the traditional mechanism of monetary control 
relied to a substantial extent on the assumption of a special and convenient 
form of imperfection in the money market. By playing on this instrument, 
the flow of final demand could be made to dance (albeit at times a danse 
macabre) to the authorities’ tune—at least in the world of the textbook. 
What is rather extraordinary is that this obviously imperfect device should 
have been widely accepted as a delicate component of the competitive 
market economy—even in the world of the textbook. The competitive 
system required a non-competitive monetary apparatus to make it work. 
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Life Assurance before 
the Pensions Act 


By A SPECIAL CORRESPONDENT 


IRST indications certainly suggest that 1960 was another year of 

record growth for the life offices. The amounts of new sums 

assured by the leading offices under ordinary life assurances, shown 

in the table overleaf, indicate an increase in 1960 of £314 millions 
(18.7 per cent) compared with £200 millions (13.5 per cent) for 1959. 
Figures prepared by the life assurance associations indicate that new 
premiums in 1960 for ordinary assurances and annuities together with 
occupational schemes amounted to about £146 millions, an increase of 
{28 millions (19.2 per cent) on 1959. This is phenomenal progress 
indeed. ‘There is yet no indication of how much is attributable to ordinary 
assurances and annuities, on the one hand, and to occupational schemes 
on the other. Any comment on the figures at this stage would thus be 
pure guesswork; the likelihood is, however, that it was again an excellent 
year for ordinary assurances—one leading office, indeed, has indicated in 
its new business statement that it transacted a very large amount of group 
business in circumstances that are unlikely to recur. 


One of the minor provocations which the commentator on insurance 
matters has to suffer is that in the first few days of each new year he is 
nearly swept away by an avalanche of new business announcements by the 
life offices after which he must wait for many months before receiving 
suficient detail to permit reasonably informed comment on the figures. 
So it happens that just at this point of time when it might be hoped to 
have a fairly comprehensive picture of what happened in 1960, it is only 
1959 that can be appraised with any degree of precision. Why this should 
be so is not easy to see. 


Certainly, at this time last year few people could have guessed what the 
main feature of 1959 would prove to be—a marked acceleration in the 
growth of new business transacted in ordinary life assurances and annuities, 
coupled with an actual fall in new business in occupational pension and 
life schemes. In the years immediately preceding 1959 ordinary life busi- 
ness had been growing fairly steadily at a rate of about 10 per cent a year, 
but occupational business had been growing twice as rapidly. In 1959, 
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NEW ORDINARY LIFE ASSURANCE: NET SUMS ASSURED 
(£000s) 
1959 


Composite 

Alliance 

Atlas 

Beacon 

Caledonian .. 

Clerical, Medical & General 
Commercial Union/ North British* 
Eagle Star .. ee ; 
General Life 

Guardian 

Law Union & Rock 
London Assurance. 
Northern 

Phoenix - 

Royal/Globe Group 

Royal Exchange 

Scottish Union 

Yorkshire 


Proprietary 

Equity & Law 

Gresham 

Legal & General 

Provident Life Association of L ondon 
Scottish Life ir cs 
Sun Life 


- a et gaan 
Britannic 
Co-operative 
Liverpool Victoria . 
London & Manchester 
Pearl ; se 
Prudential .. 

Refuge 

Royal London 
W esley an & General 


Mutual 

Equitable .. 

Friends’ Provident & Century 
London Life 

Marine & General . 

National Farmers .. 
National Mutual 

National Provident 
Norwich Union 

Provident Mutual .. 
Scottish Amicable .. 
Scottish Equitable . . 
Scottish Mutual 

Scottish Provident. . 
Scottish Widows 

Standard 

United Kingdom Prov ident 


18,632 
16,378 
13,395 

8,269 
13,000 
57,100 
70,348 
13,390 
32,000 

8,801 
11,404 
44,613 
13,289 
56,529 
16,000 

8,931 
45,542 





447,621 


362,884 


11,373 
41,562 
6,142 
7,795 
44.892 
281,000 
19,500 
18,774 
6,025 


437,063 


6,852 
45,166 
6,892 
4.557 
9.789 
3,975 
10,746 
120,000 
14,079 
24,100 
10,276 
11,488 
15,846 
44.068 
88,347 
16,073 


432,254 


1960 


20,925 
16,822 
14,500 
12,410 
17,000 
73,100 
77,500 
18,600 
45,000 
10,784 
14,000 
59,915 
16,700 
68,647 
21,000 
11,350 
50,000 


548,253 


37,000 
15,344 
270,259 
18,250 
16,000 
88,000 


444,853 


_-——— 





13,478 
49,745 
6,363 
9,975 
55,461 
312,000 
24,900 
23,102 
7,438 


502,462 


8,417 
53,744 
9,071 
5,345 
12,315 
3,427 
11,350 
135,000 
21,000 
26,850 
12,000 
12,849 
18,530 
48,000 
101,028 
18,834 


497,760 


Increase 
2,293 
444 


1,105 
4,141 
4,000 
16,000 
7,152 
5,210 
13,000 
1,983 
2,596 
15,302 
3,411 
12,118 
5,000 
2,419 
4,458 


100,632 


15,588 
81,969 


—-+—-  — 





2,105 
8,183 
221 
2,180 
10,569 
31,000 
5,400 
4,328 
1,413 


65,399 


—_—_-_ — 


1,565 
8 578 
2.179 

788 
2,526 

548t 

604 

15,000 
6,921 
2.750 
1,724 
1,361 


2,761 


—— 


65,506 





* Including figures for the Domestic Life Assurance Offices of New Zealand for the first 


time. + Decrease. 
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however, premiums on new ordinary life assurances and annuities rose by 
27 per cent while contributions to new occupational schemes fell by about 
5 per cent. Now that the facts are known the causes are not too difficult 
to find. ‘The sharp increase in ordinary business in 1959 is no doubt 
closely linked with the rising tide of prosperity in that year; even so, much 
hard work must have gone into producing such a very large increase and 
the figures must be particularly satisfying to the offices. The fall in new 
occupational premiums is readily explained by the passing of the National 
Insurance Act, 1959, providing for a graduated pension scheme to be 
administered by the state. In view of the option presented to employers 
either to contract in or to contract out of that scheme the natural first 
reaction would be to sit back and reflect. 

The total of life assurance in force has continued to show excellent 
erowth, though the upward curve is naturally less steep than that for new 
business. ‘The chart on page 201 brings out the importance of the réle 


NEW PREMIUMS: ORDINARY AND OCCUPATIONAL 


New Ordinary Assurances and New Occupational Schemes 
Annuities Number of 
Number of | Premiums and Employees 
Policies Contributions Covered for Premiums 

First ‘Time 
(thousands) (£000s) (thousands) (£000s) 
1951 4 ~ 644 34,400 359 20,000 
1952 7 me 635 30,600 435 20,600 
1953 as - 642 33,800 414 19,300 
1954 rm av 714 38,400 408 21,600 
1955 = ai 753 41,400 471 25,500 
1956 wa na 754 42,100 523 28,100 
1957 a - 793 47,200 534 32,700 
1958 ned es 853 53,700 573 41,600 
1959 a wa 939 68,400 552 39,300 


played by the development of occupational business and the change it has 
wrought in the overall composition of life offices’ business.* Although it is 
tempting to forecast that before many years have elapsed occupational 
schemes will have surpassed in importance traditional methods of obtaining 
cover, it would be wise first to wait and see the effect on the business of 
the new National Insurance Act. It will be apparent from the chart that 
the addition to policyholders’ funds in 1959 was around £348 millions, com- 
pared with £116 millions in 1951. If industrial life assurance is included 
the 1959 total is brought up to some £425 millions, making life assurance 
the largest single medium for personal saving. 

The total amount of policyholders’ funds at the end of 1959 in the 
ordinary branch was £3,740 millions and from these funds the offices 





_ * It should be explained that the overseas business written by British offices is included 
in the figures shown in the chart. Exclusion of this business, however, would not greatly 
affect the picture because overseas business seems to have been running fairly consistently 
at about 10 per cent of the total for occupational schemes, and slightly more for ordinary 
assurances. On the other hand, the figures do not include so-called ‘‘ self-employed ”’ 
Pension business, i.e. policies effected under the provisions of the Finance Act, 1956, by 
self-employed persons and by persons in non-pensionable employment. A fair volume of 
this business was written after the new measures were introduced, but it is now a declining 
factor. Policies in force at the end of 1959 totalled 117,000, with premiums of {£13 millions. 
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derived an investment income of {£204 millions; taking the mean of the 
total funds at the end of 1958 and 1959 this represents a return of 5.7 per 
cent on the money invested. It may be of interest to break down the 
constituent elements of income and outgo in life assurance; this is done 
for 1959 in the table below. It will be seen that commission and expenses 
represent 13.6 per cent of premiums and contributions or 9.5 per cent of 
total income. ‘The mutual character of life assurance is emphasized by the 
very modest transfer to shareholders of £6 millions—under 1 per cent of 
total income. 

Did 1960 witness any change in the investment policy of life offices ? 
The proportion of life funds held in equities, which had increased from 
9.8 per cent to 16 per cent between 1937 and 1956, rose to 19 per cent in 
1958 and 20.5 per cent in 1959. Since the amount of new money becoming 
available for investment each year is less than 10 per cent of the total funds 
this was a remarkable rate of change. Moreover, the figures quoted, being 
based on book, not market, values certainly under-estimate the extent 
of the transformation that has taken place. Many offices also now have 
substantial investments in property and land: the total equity content in 
their portfolios cannot fall far short of 40 per cent. 

Whether this trend continued in 1960 is uncertain. With equity prices 
already so high and gilt-edged offering attractive returns many offices may 
well have thought it prudent to prefer the latter. ‘So much, however, must 


LIFE OFFICES’ INCOME AND EXPENDITURE 


(£ millions) 
INCOME OUTGOINGS 
Premiums and contributions . Payments to policyholders . . ae 
Investment income .. kod .. 204 Increase in policyholders’ funds .. 348 
Other income ba Aa - 15 Commission and expenses . . << 
Taxes ce a - <a 
Transfers to shareholders .. in 6 
Other outgo .. if 7 - 8 


Total i bu ra: Total i a ioe 


depend on the view taken of the probable future course of the economy 
and, in particular, of interest rates, that there may well have been quite 
wide divergences of policy between one office and another. What has in 
fact happened will emerge shortly when the companies’ balance sheets 
begin to make their appearance. Bonuses meanwhile continue to improve; 
all the offices that have made declarations following recent valuations have 
been able to point to substantial advances on previous rates of bonus. 
The movement towards larger units in insurance has as yet been little 
evident in purely life offices; it was therefore of special interest to note 
the comment made recently by Mr Isaacs, the new President of the Life 
Offices’ Association, that further mergers must be expected. Unques- 
tionably this would lead to economies of operation. Fear is sometimes 
expressed, however, that concentration might dangerously increase the 
influence over the economy that life offices could exert as shareholders. 
In practice, however, the offices, both individually and collectively, have 
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been at pains to emphasize that it is not their policy to attempt to influence 
or control the way in which any business or industry is conducted. 
Almost certainly, the major question of the day for the life offices is how 
many employers will elect to contract out of the new state scheme? Infor- 
mation given by the Ministry of National Insurance and Pensions suggests 
that the number of employees covered by the scheme will not differ greatly 
from the original estimate of 3 millions. This should leave plenty of 
scope for the life offices. A leading firm specializing in occupational 
pension schemes has stated that the various employers to whom it has 
given advice have decided to be “in” or “ out” in almost equal propor- 
tions, yet the volume of business transacted through its medium in 1960 
was almost twice that of the year before. It seems that relatively few 
firms have taken a clear-cut decision to be either “in” or “out”. Some 
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Growth of Premium Income of Business in Force, 1951-59. 


employers have elected to be “‘in”’ for some classes of employees—usually 
the younger and less settled section of their staff—and “‘ out’ for others, 
and a large number have chosen to be ‘“‘in” for all their staff and yet main- 
tain private schemes for some or all of them. A decision in this latter sense 
has been rendered easier by the announcement that from April—the month 
when the scheme comes into force—there will also be increases in standard 
benefits, so that the difference between graduated and standard benefits 
will be less marked than was originally envisaged. Whether the margin 
between the two schemes will or will not be maintained in the future is, 
of course, one of the imponderables that employers have to take into con- 
sideration in making their decisions. 

There seems little doubt that the introduction of the new graduated 
scheme is serving a useful social purpose. In days gone by a pension 
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representing a reasonable proportion of working income, as distinct from 
one providing for bare necessities, was regarded as a middle-class pre- 
rogative. This attitude has been changing in recent years and the new 
scheme has given the change a fresh fillip. Increasingly it is being realized 
that the expectation of an adequate pension can be an important factor in 
making for a contented and loyal staff in manual employments, as it has 
long been in white-collar occupations. Moreover, because of the emphasis 
on transferability in the state scheme, private schemes, to be acceptable 
alternatives, will need to be adapted to make transfers possible. This 
could lead to a revolution in middle-class thinking on pension schemes: 
in the past the white-collar employer has tended to regard a pension scheme 
as having the advantage of binding the employee to him more closely, 
since the pension was lost in whole or in part on transfer to another employer. 
This is no longer socially acceptable—or, of course, economically desirable. 
The employer therefore may lose the former advantage but if he is suff- 
ciently far-sighted he will not regret this too keenly; he will recognize that 
from the point of view of future national prosperity greater mobility of 
non-manual as well as manual employees, both within an industry and 
from one industry to another, must be an advantage. Obviously the life 
offices as managers of occupational pension schemes should not find it too 
difficult to make arrangements for the transfer of benefits from one scheme 
to another, but the problem is less easy where employers have their own 
privately administered funds. 

As a footnote to this article brief reference must be made to the recent 
statement by the chairman of Lloyd’s that the Committee is considering 
the constitution of a life company. Apart from certain assurances of 
very short-term character Lloyd’s has not hitherto handled life business. 
Its method of covering risks through syndicates whose membership 1s 
constantly changing clearly does not lend itself to long-term contracts. 
Presumably, it will be necessary to form a company, controlled by the Cor- 
poration of Lloyd’s, in which members will hold shares. A “ working” 
party has been appointed to study the matter and report to the Committee. 
The interest shown by Lloyd’s is an impressive indication of the widespread 
belief that there is a lot of vigorous growth left in life business. 
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Irish Banking in a 
Stronger Economy 


By A DUBLIN CORRESPONDENT 


HE Irish economy ended the true fifth decade of the century 

encouragingly. After a rise of 3 per cent in real national income 

in 1959, there was a further record rise, estimated at more than 

4 per cent, last year. This was double the rather cautious growth 
rate of 2 per cent envisaged in the Government’s white paper on Economic 
Expansion published at end-1958, and a marked improvement on the 
sluggish rate of growth in most of the post-war years. Moreover, this 
advance, which appears to have been accompanied by substantial increases 
in both domestic consumption and investment, was combined with a 
strengthening of the balance of payments. The value of exports increased 
by £22 millions (144 per cent) last year, while the import bill went up by 
{13 millions (6 per cent). The trade gap was thus reduced by £9 millions 
—to {73 millions. Although final figures are not yet available, it seems 
likely that the net surplus on invisible items, thanks to a further increase 
in earnings from tourism, improved by a few millions on the total of £74 
millions recorded in 1959. ‘Thus a small current surplus of {2-5 millions 
was probably achieved in 1960. 

Industrial output was stimulated by a strong export demand—exports of 
manufactured products (excluding food and drink) rose by more than a 
third last year—as well as by the increase in domestic consumption, which 
may have risen by as much as 3-4 per cent compared with a rise of only 
1 per cent in 1959. The figures for industrial output and exports were, 
of course, swollen by the contribution of the new oil refinery at Cork; 
but the overall export increase was spread over a wide range of manu- 
factures, and manufacturing output—excluding the oil refinery—rose by 
about 6 per cent in the year. The faster rate of industrial expansion was 
teflected in the number of new factories established. At mid-1960 there 
were 34 factories under construction involving a total investment of almost 
{£14 millions, while 40 more, involving investment of some £10 millions, 
Were at an advanced planning stage. ‘The inflow of foreign investment 
continued. Nearly 30 of the new factories that started production in 1960 
were established by foreign concerns. 
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In contrast, agriculture was again beset by misfortunes and difficulties, 
After the disastrous harvest of 1958 and the abnormally dry summer of 
1959, farmers again had to contend with very severe weather in the 1960 
harvest: output of grain and root crops suffered seriously. Exports of 
cattle were depressed for much of the year but began to recover after July: 
the increase of about £5 millions in cattle exports in 1960 was attributable 
entirely to an increase in numbers—cattle prices remained on average well 
below the level of the previous year. 

The faster tempo of business activity last year was reflected in a sharp 
expansion of bank lending, an expansion that was stimulated also by the 
need to tide farmers over the difficult conditions caused by low cattle 
prices and poor crop yields. ‘The commercial banks’ portfolios of domestic 
bills, loans and advances increased by {18.2 millions, or over 10 per cent, 
in the course of the year. A little less than one-quarter of this increase 
represented additional credit to farmers. A substantial part of the resources 
for this expansion of bank finance had to be provided by sales of investments, 


Flow of Funds to London 


The net external assets of the commercial banks increased slightly, while 
the external assets of the Central Bank rose by £24 millions. However, 
there was a drop of {2.8 millions in the external assets of departmental 
funds (held mainly by the Post Office Savings Bank) so that total external 
holdings dropped slightly. This somewhat surprising result for a year 
that saw a surplus in external payments and a significant inflow of foreign 
capital may be partly explained by the small, but none the less, perceptible 
gap between bank deposit rates in Dublin and London that emerged in 
the course of the year. The two increases of 1 per cent in British Bank 
rate—in January and June—were followed by changes of 4 per cent and 
$ per cent in the Central Bank’s rediscount rate (which, admittedly, had 
stood } per cent above the Bank of England’s rate at the end of 1959). 
The corresponding increases in bank lending and deposit rates in Ireland 
were, on both occasions, smaller than in Britain. By June the deposit rate 
in Britain was 4 per cent, compared with the Irish equivalent of 3} per 
cent on deposits of £25,000 or over, and 2 per cent on deposits under 
£25,000. This differential in deposit rates probably resulted in some 
outflow of short-term funds to London, a reversal of the situation in 1958 
and 1959, when more attractive interest rates for certain types of funds in 
Ireland may have caused an inflow. The differential between London and 
Dublin was narrowed in the closing months of the year by the two cuts 
in Britain’s Bank rate—reducing it from 6 to 5 per cent—which were asso- 
ciated with a fall of per cent—from 54 to 43 per cent—in the Bank of 
Ireland’s own rate. The rate on deposits of £25,000 and over has fallen 
by 3 per cent, to 24 per cent, and the rate on smaller deposits by } pet 
cent, to 14 per cent. 

Exchequer bills have continued to prove their popularity as a short- 
term investment medium. ‘The amount outstanding has increased from 
£2 millions in 1957 to £13 millions at present, the increase in the course 
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of last year being £45 millions. ‘This increase has correspondingly enlarged 
the amount of domestic paper that may be rediscounted with the Central 
Bank. From November last the Central Bank decided to fix and publish 
its rediscount rate at monthly intervals by reference to the rate emerging 
from the monthly tender for Exchequer bills. This change, in effect, 
implies that the Central Bank’s rediscount rate—which in Ireland is simply 
an expression of the cost of borrowing at last resort rather than an instru- 
ment of general economic control—will more closely reflect the actual 
short-term credit conditions in the country. 

Bank profits increased generally last year—but in most cases not as 
sharply as in 1959. Following the uniform increases of 2 per cent in 
dividends in 1959, the majority of banks made no further increase—though, 
as the table on page 207 shows, the National, the Hibernian and the 
Royal raised their distributions for the year. ‘The activities of the banks 





CHANGES IN DEPOSITS AND ASSETS OF IRISH BANKS 
(£000s) 


CASH, LONDON 


DEPOSITS BALANCES AND INVESTMENTS ADVANCES AND 








| CALL MONEY | | BILLS 
Dec 31, Change | Dec31, Change | Dec31, Change | Dec31, Change 
1960 in vear | 1960 invyear | 1960 in year ; 1960 in year 
Bank of | | 
Ireland 88,845* — 1,127 18,430 972 27,750 —- 3,276 48,158 + 1,046 

Hibernian 28,656 743 | 3,990 419 8,897 - 762 16,802 + 1,084 
Munster & | 

Leinster 89,436 5,685 | 16,782 + 1,684 15,662 — 2,355 59,107 -=- 6,287 
National .. 105,365 5,107 | 28,756 -—2,472 21,826 + 140 51,363 + 5,593 
Northern... 52,982 - 635 | 9,775 880 17,391 —- 4,083 28,989 + 3,977 
Provincial 47,673 + 2,694; 7,090 342 16,795 - 455 26,310 + 1,936 
Royal 24,149 - 658 | 3,623 -— 564 7,491 -— 425 13,380 + 1,625 
Ulster 59,484 + 2,439) 9,875 +2,814 19,073 - 976 32,030 + 1,313 
Total for 8 

Banks .. 496,590 -+-16,834 | 98,321 -+4,075 | 134,885 -11,282 | 276,139 +22,861 

















* Includes Government and other public accounts. 


in the hire-purchase field continued to expand: in particular the Bank of 
Ireland, in conjunction with its associates the Hibernian and the National 
City Bank Ltd, formed a new company—Foster Finance—which opened 
for business towards the end of the year. 

A satisfactory feature of the year’s finances was the success of the Govern- 
ment loan for £15 millions in October, which, as is customary, was under- 
written by the banks. The loan was oversubscribed by about £3 millions 
~—a favourable contrast with the 1959 loan issue of £12 millions, which 
was undersubscribed by about 10 per cent. Government financing is 
playing an ever-growing part in the economy. The state capital pro- 
gramme for the current financial year is the largest ever, exceeding by some 
{10 millions the estimate in the Government’s white paper on Expansion. 

What of prospects for the current year? There are some clouds, mainly 
external, overhanging the economic scene. The Irish economy is particu- 
larly sensitive to external influences; a less buoyant British economy and 
slackening demand in export markets generally could make things more 
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dificult for Irish industrial exports this year; moreover, imports seem 
likely to be swollen by grain purchases as a result of the bad harvest. The 
payments surplus of 1960 may, therefore, not be repeated. Further, the 
rapid expansion of industrial exports since mid-1959 was facilitated by the 
existence of considerable under-utilized capacity, which in many cases has 
now been brought into full operation. Expansion of exports must now 
depend more immediately on an extension of productive capacity. While, 
as already noted, a substantial programme of factory building is now under 
way, it will be some time before the investment can be translated into 
active production and exports. 

Of even more vital significance is the question of I[reland’s relationship 
with the two rival trade groups in Europe. In April of last year a supple- 
mentary trade agreement was signed between Ireland and Britain, but the 
terms fell far below Irish hopes (which envisaged in effect a full-scale 


IRISH BANKS—PROFITS AND DIVIDENDS 


NET PROFITS DIVIDENDS 
(£000s) (per cent) 
1958 1959 1960 1958 1959 1960 
Bank of Ireland <a - 542 620 665 18 20 20 
Dublin 
Hibernian Bank ~~ 1a 85 96 100 14 16 17 
Dublin 
Munster & Leinster Bank .. 210 283 318 16 { 6* 12 
Cork 7 
National Bank .. - a6 269 306 351 14 16 18 
London 
Northern Bank. . - oe 157 175 196 14 16 16 
Belfast 
Provincial Bank a5 - 80 92 93 14 16 16 
Dublin 
Royal Bank - . a 56 65 67 14 16 17 
Dublin 
Ulster Bank os a 196 214 213 18 20 20 
Belfast 





* Free of income tax. ‘The paid-up capital of the Munster & Leinster Bank was increased 
from £750,000 to £1,550,000 in 1959. ‘The final dividend of 7 per cent was paid on the 
increased capital. 


+ On ‘‘ A” share capital (£550,000). Dividend paid on ‘“ B’”’ shares was 8 per cent. 


Anglo-Irish common market): little concrete or immediate advantage was 
given to Irish exports. Disappointment at the new agreement has caused 
some Irish eyes to turn towards the Common Market, with its attractive 
high-priced outlet for foodstuffs. However, the close trade relationship 
between Ireland and Britain has so far precluded an approach to the 
Common Market by the Irish Government, despite the noticeable build-up 
of pressure in certain circles (notably the National Farmers’ Association) 
for a thorough examination of the possibilities of association with the Six. 
It is commonly accepted that there is little attraction in membership of the 
European Free Trade Association. The best outcome for Ireland would 
be a reconciliation of the two rival trade groups in an association that 
Ireland could join without cutting across existing Anglo-Irish trade arrange- 
ments. A satisfactory solution to this problem is perhaps the most vital 
economic issue facing Ireland at present. 
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AMERICAN REVIEW 








STRIKING feature of the past 
month has been the refusal of 
Wall Street to be deterred by the 
gloominess of the business indicators. 
Although the general pace of the mar- 
ket’s advance has been halting at times, 
the Dow Jones industrial average has re- 
mained firmly upward, reaching 660 by 
end-February, and the volume of trading 
has been sustained at relatively high 
levels. In contrast, industrial produc- 
tion is still falling: January’s figure of 
102 for the Federal Reserve Board’s 
index (on the 1957 base) marked a 
further loss of 1 point from the turn 
of the year and of about 8 per cent 
since last May—which is now accepted 
as the start of recession. 
Unemployment in January was at 
more or less expected levels, the 5.4 
millions total being 850,000 more than 
in December; but seasonally adjusted, 
the percentage of the labour force 
affected was actually lower at 6.6 per 
cent (against 6.8 per cent). Such key 
indicators as steel output—holding at, 
or little better than, 50 per cent of 
capacity—and car production carried no 
promise of any early upturn. Business 
stocks were again reduced by $450 
millions in December, and manufac- 
turers’ and retail sales were lower; new 
construction outlays fell by about 15 
per cent. Personal incomes also came 
down in January to an annual rate of 
$406,000 millions, compared with the 
October peak of $409,000 millions. 
Reasons for the striking disparity be- 
tween the stock market’s performance 
and the economy’s are not, perhaps, 
difficult to detect. First, Wall Street 
believes that the current phase of re- 
cession (which is proceeding at a milder 
pace than any previous post-war set- 
back) is probably near an end—in 


short, that the so-called automatic 
stabilizers will soon exert their influ- 
ence. Secondly, it is recognized that 
President Kennedy, despite every 
appearance of vigorous action, is, in 
fact, proceeding with considerable care: 
certainly he has been at great pains to 
reassure the business community that 
his Administration will help, and not 
hinder, industry. (This policy was 
strikingly affirmed in a mid-February 
speech to the National Industrial Con- 
ference Board at which the new Presi- 
dent pledged that any “‘ anti-recession” 
measures would be “ sound in size and 
responsible in financing’”’.) A third, 
somewhat sophisticated, line of argu- 
ment is that if the economy does not 
turn fairly quickly, then the Adminis- 
tration, with its insistent promises of 
economic growth, will turn to more 
vigorous policies, but will not then 
abandon its goal of co-operation with 
industry and management. 


What Cost ? 


So far as the Administration's actual 
policies are concerned, it is still not 
easy to detect just what sums Mr 
Kennedy believes to be necessary for 
reversing the business tide. His recent 
Messages to Congress have outlined 
plans for higher unemployment relief; 
development for distressed areas; easier 
housing finance and development of 
national resources; bigger funds for 
education; more for social and medical 
welfare and more for defence and 
foreign aid. At the same time, Mr 
Kennedy has rejected any immediate 
plans for tax reliefs—as suggested by 
an earlier ‘‘ task force ’’—and left the 
main lines of the Eisenhower budget 
unaltered, while pledging (somewhat 
ambiguously) that “with _ every 
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programme, we will suggest a source 
of revenue for it’ 

That Mr Kennedy himself is aware 
of some contradictory trends in policy 
as outlined may be shown by his ad- 
mission, to the National Industrial 
Conference, that Government is “ al- 
most totally without direct and enforce- 
able power over the central problem 
of inflation’. His comments on price 
stability have also been conditioned by 
acknowledging that: ‘‘ I am not satisfied 
to have the cost of living remain con- 
stant only by having the economy 
restrained. We will pay due care to 
the problem of preventing . an 
excessive increase in the cost of living ”’ 


Tactically, the Administration scored 
a big success in its first refinancing 
Operation—an operation clearly de- 
signed to ease pressure on the bond 
market while driving up short-term 
rates. To that end the Treasury offered, 
in exchange for $6,900 millions of 
maturing securities, a 3} per cent note 
with an 18-month life. Subscriptions 
(which were open to all) totalled 
$19,000 millions of which $7,300 mile 
lions were accepted—yielding the 
Treasury some $400 millions of new 
money. By concentrating the conver- 
sion at the short end of the market 
the Treasury levered the bill rate a 


little higher—to 2.496 per cent. 


American Economic Indicators 


Production and Business: 
*Gross national product (billion $) 
*Industrial production (1957=100) 
*Gross private investment (billion $) .. 
*New plant and equipment (billion $).. 
*Construction (billion $) i . 
Housing starts (000 units) 
*Manufacturers’ sales (billion $) 
*Manufacturers’ stocks (billion $) 
*Merchandise exports (million $) 
*Merchandise imports (million $) 


Employment and Wages: 
*Non-farm employment (million) 
*Unemployment (000s) . 
*Unemployment as % labour force 

Hourly earnings (mfg) ($) 
Weekly earnings (mfg) ($) 

Prices: 

Moody commodity (1931 = 100) 


Farm products (1947-49 = 100) 
Industrial (1947-49 = 100) 
Consumers’ index (1947-49 = 100) 


Credit and Finance: 
Commercial bank loans (billion $) 
Commercial bank investments — $) 
*Money supply (billion $) ; ne 
Consumer credit (billion $) 
Treasury bill rate (%) .. 
US Govt Bonds rate (°%) 
Federal cash budget (+ or —) (mill $). 
US Treasury gold stock (million $) 


Notres.—Starred items are seasonally 
adjusted. Latest figures are preliminary 
or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1957-59 and then quar- 
terly figures at annual rates. Construction 
figures show monthly averages 1957-59. 
Manufacturers’ stocks, bank loans, con- 


High 
Low 


sumer credit and gold stock show amounts 
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1959 1960 
1957 1958 1959 
Dec Oct Nov Dec 
443 444 482 — — — — 
100 93 105 109 107 105 -- 
66.1 56.0 72.0 — — — — 
37.0 30.5 32.5 — == 35.6 o— 
47.8 48.9 56.1 55.4 54.7 55.0 54.8 
n.a. n.a. 1,553 96.3 112.0 97.3 -— 
28.4 26.2 29.7 30.8 296 292 — 
53.5 49.2 524 524 54.4 540 — 
1,625 1,362 1,362 1,487 1,707 1,676 — 
1,082 1,070 1,268 1,343 1,196 1,128 
S22 335 See Sa7 S34 S32 53.3 
2,900 4,700 3,800 3,800 4,500 4,500 4,900 
4.3 6.8 5.5 . 6.4 6.3 6.8 
ys iw’? oe + oD) ) a Ss Fe ee 
82.39 83.50 89.47 92.16 91.31 90.16 90.02 
442 407 393 ee : 
382 388 372 375 355 356 356 
90.9 94.9 89.1 85.9 89.5 89.9 — 
125.6 126.0 128.3 128.6 128.0 127.8 oo 
120.2 123.5 124.6 125.5 127.3 127.4 — 
93.9 98.0 110.8 112.0 114.8 115.0 118.2 
76.2 86.6 79.4 79.4 80.9 80.7 82.1 
35.5 140.9 141.5 141.5 140.6 140.2 — 
45.3 45.6 52.0 52.0 543 546 — 
3.27 1.84 3.41 4.57 2.43 2.38 2.72 
47 3.43 4.08 4.27 3.91 3.93 3.88 


3.4 
, . + 200 —7,300 —8,000 
22,781 20,534 19,456 19,456 18,402 17, 910 17. 767 


outstanding at the end of the period. 
Moody’s commodity index shows high 
and low 1957-59, and end-month levels. 
Money supply is daily average of demand 
deposits plus currency outside the banks. 


Budget figures are cash totals. 


Quarterly 


figures are throughout shown in the middle 
Treasury bill and 
bond rates are average for month or year. 


month of the quarter. 
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When business takes you to the East you 
will find a friend in every major port of call 
and at every important inland commercial 
centre—the branch manager of The 
Chartered Bank. He is familiar with local 
economic conditions and opportunities for 
British trade: he can help you in many 
ways to make your sojourn worth while. 

There are a hundred or more branch 








end in the East 


managers of The Chartered Bank and its 
subsidiary, The Eastern Bank Ltd, 
actively promoting international trade in 
twenty-five territories from Cyprus to 
Japan. Their knowledge and experience 
sustain the extensive financial, advisory and 
credit information services, for merchants 
and manufacturers engaged in the Eastern 
trade, which are available at: 


THE CHARTERED BANK 


(Incorporated by Royal Charter, !853) 
38 Bishopsgate, London, E.C.2 (Head Office) 
2 Regent Street, London, S.W.1 - 52 Mosley Street, Manchester, 2 - 28 Derby House, Liverpool, 2 


THE EASTERN BANK LIMITED 
2 and 3 Crosby Square, London, E.C.3 (Head Office) 


Associated Banks: The Irano British Bank, Tehran and branches. Allahabad Bank Ltd., Calcutta and branches. 
A —P 
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INTERNATIONAL 
REVIEW 








AUSTRALIA 


“No Devaluation” — The Federal 
Treasurer, Mr Holt, has affirmed that 
the Government has no intention of 
re-imposing import restrictions or de- 
valuing the currency to arrest the 
decline in external reserves. He said 
that he was confident that the credit 
squeeze would reduce spending on im- 
ports to manageable proportions within 
the next few months and that, with 
export earnings improving, the external 
balance would be stabilized. At the 
same time he pointed out that, while 
there were grounds for confidence, there 
could be no relaxation of present re- 
strictive measures. Official figures show 
that international reserves (taking the 
Reserve Bank and trading banks to- 
gether) dropped by £A136 millions in 
the second half of last year to £A376 
millions, within {A6 millions of the 
low point for the 1955 crisis. The capital 
inflow was broadly maintained at {A125 
millions, but there was a sharp deteriora- 
tion in the current balance, the deficit 
of {A261 millions was £A170 millions 
larger than in the second half of 1959. 
In January imports were still running 
beyond the £A100 millions level. Some 
improvement in export earnings, how- 
ever, 1s foreshadowed in the Chinese 
Government’s decision to purchase £A22 
millions of Australian grain to offset 
the drop in home supplies caused by 
the drought. 


BELGIUM 


Expansion as well as Austerity—The 
annual report of the National Bank 
makes strong criticisms of the financial 
policies pursued by the Government in 
tecent years. It points out that attention 
has been focused excessively on the 
austerity provisions of the recovery 


programme. ‘The tendency to overlook 
the prospective industrial expansion 
aspects of the plan would have to be 
reversed or the austerity proposals 
would have still more painful effects. 
There would be plenty of money to 
finance the country’s new investment 
provided that it was not sent abroad 
or drawn upon to an excessive extent 
by the Government for financing non- 
productive expenditure. 


BRAZIL 


Financial Outlook Bleak—The new 
President, Sr Janio Quadros, painted a 
gloomy picture of the country’s economy 
in his first broadcast to the nation 





William G. Brumder 


President and Chairman of the Board 
First Wisconsin National Bank 
Milwaukee, Wisconsin, USA 
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shortly after taking office. Criticizing 
the policies of his predecessor, President 
Kubitschek, he pointed out that during 
the past five years the note circulation 
had been multiplied almost four times, 
while external debts had risen from 
$1,435 millions to $3,802 millions. 
External reserves were so low that debt 
repayments due to the IMF and the 
Export-Import Bank in 1960 had had 
to be postponed. The Finance Minister 
in the new administration is Sr Mariani, 
a former president of the Banco Brasil 
and a known supporter of exchange 
liberalization. 


Exchange Auctions Suspended — 
Auctions of “‘ convertible dollars ’’ were 
suspended on January 31. ‘The move 
gave rise to widespread rumours of an 
impending exchange rate reform. Auc- 
tions of ‘“* bilateral dollars’, however, 
continued. 


CANADA 


Silver Futures in Montreal—The 
Montreal Stock Exchange is to start 
trading in silver futures. ‘This decision 
has been attributed to the increasing 
interest in silver stimulated by the grow- 
ing disequilibrium between supply and 
demand. 


CHILE 


Pesos from the Fund—tThe [nter- 
national Monetary Fund approved an 
immediate drawing of $16 millions of 
Argentinian pesos by the Chilean 
Government and a stand-by arrange- 
ment authorizing additional drawings of 
up to $75 millions in the next year in 
any currency held by the Fund. This 
will be supplemented by $30 millions 
financial support from the American 
Government and $30 millions from a 


group of private banks. The IMF 
credits will enable the economic stabi- 
lization programme to be maintained 
despite the earthquakes last May and 
the fall in the world price of copper. 
This is the first drawing to be made 
from the Fund in a Latin American 
currency; it is to be used in partial 
settlement of a $32 millions balance in 
Argentina’s favour under a_ bilateral 
trade arrangement which terminated on 
January 31. Future payments between 
the two countries will be conducted on 
a convertible currency basis. 


COSTA RICA 


$8.8m World Bank Loan—The World 
Bank has granted a loan of $8.8 millions 
to the Institut Costarricense de Elec- 
tricidad, an autonomous Government 
corporation that owns and_ operates 
52 per cent of the country’s electric 
generating capacity, to finance an ex- 
pansion in its activities. 


DENMARK 


£11m Shell Refinery—The Shell group 
has decided to build its first Scandinavian 
refinery at Frederica in Jutland. It will 
have a capacity of about 2 million tons, 
cost £11 millions and should be operat- 
ing by 1965. 


FRANCE 


Reserves up $73m—The _ country’s 
external reserves rose a further $73 
millions in January to reach $2,143 
millions, of which $876 millions was in 
gold. Thus for the first time since the 
war the reserves more than _ covered 
official foreign debts. 


Bourse Reforms ?— The committee 
headed by M. Fournier, a_ former 
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governor of the Bank of France, study- 
ing the organization of the Paris Bourse, 
has completed its work. Its report to 
the Minister of Finance is said to recom- 
mend far-reaching reforms. 


GERMANY 


Export Boom  Slackening ? — The 
Bundesbank has pointed out in its 
monthly bulletin that the German ex- 
port boom is likely to slow down 
because of increasing competition from 
other countries, the lengthening of 
delivery dates and increases in prices in 
Germany. 

$158m Refinancing for World Bank 
—Following the arrangements made in 
January for the refinancing of $196 
millions of World Bank notes by the 
Bundesbank, it was announced last 
month that a further $110 millions and 
DM 200 millions ($48 millions) of notes 
held by the Bundesbank, due to mature 
over the 18 months beginning June 20, 
1962, were to be refunded. The World 
Bank will issue new notes dated Febru- 
ary 1, 1961, maturing between 1965 and 
1967; they will carry the same range of 
rates of interest as the old ones, 4-4? 
per cent, until the original maturity 
dates are reached, but thereafter they 
will carry a single rate of 3? per cent— 
well below the market rates prevailing 
in Germany. ‘The net result of both 
transactions is that, on $354 millions of 
debt, the World Bank has extended the 
maturities from an average of about a 
year to an average of almost five years. 


Borgward Group Taken Over — The 
three companies comprising the Borg- 
ward group, one of the larger units in 
the German motor industry, have been 
taken over by the City of Bremen. The 
group was in financial difficulties and 
has been rescued by the City Council to 
safeguard employment in the _ town, 
where its main activities are located. 


Kunden-Kredit on London SE — 
Arrangements are being made for the 
introduction on the London Stock Ex- 
change of the shares of Kunden-Kredit 
Bank AG, which is the biggest hire- 
purchase institution in Germany and 
has established links with the United 
Dominions Trust during the past few 
years, 


GHANA 


Bid for Gold Mines—Early last month 
the Government made take-over bids 
for five of the seven British-controlled 


gold mines in the republic. The two 
companies not affected are the country’s 
richest mining concern—Ashanti Gold- 
fields—and Konongo which is a mem- 
ber of the Consolidated Goldfields 
group. Many gold mining concerns 
have experienced difficulties owing to 
the rise in costs, but gold exports help 
the balance of payments to such an 
extent that it may be well worth while 
keeping the mines in production even 
if they are running at a loss. 


£9m Oil Refinery—The Government 
has signed an agreement with the 
Italian state-owned Eni-Agip oil com- 
bine under which the latter will build a 
refinery in Ghana at a cost of £9 millions. 
It will be owned by a new company— 
Ghana Italian Petrol—a 50 per cent 
interest in which will automatically pass 
to the Government ten years after pro- 
duction starts. Distributing companies 
will have to buy from the new company 
but will be able to provide up to a half 
of their own needs in crude for process- 
ing by it. 


JAPAN 


Bank Rate Down—The Bank rate was 
reduced from 6.935 to 6.570 per cent at 
the end of January. The Governor of 
the central bank has explained that the 
change was not intended to stimulate 
economic activity but to lower the general 
level of interest rates in order to narrow 
the differential between Japan and other 
countries. 


$25m Ex-Im Loan—The US Export- 
Import Bank has granted the Industrial 
Bank of Japan a credit of $25 millions 
to be used for the purchase of American 
industrial equipment, materials and tech- 
nical services. 


$200m for India’s Plan—The Japanese 
Government is reported to have decided 
to contribute $200 millions and $70 
millions respectively to the new Indian 
and Pakistan five-year plans. 


KUWAIT 


Closer to Arab League ?—Kuwait 
took over from Britain control of its 
foreign relations at the end of January 
and is now fully independent, though 
still in treaty relationship with Britain. 
One consequence of its change of status 
is expected to be its full adherence to 
the Arab League. Hitherto Kuwait has 
been formally associated only with the 
League’s Economic Council. 
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New Financial Concerns—A new 
financial structure is being developed 
to keep pace with the country’s rapid 
economic advancement. A Kuwaiti com- 
mercial bank and Kuwaiti insurance 
company have been established and are 
expected to start business shortly, as 
well as the National Bank, the Gulf 
Bank and the Credit Bank, while a 
national reinsurance company is planned. 
The increase in official and private 
wealth stemming from the prosperity of 
the oil industry is said to be creating a 
serious investment problem owing to 
the comparative lack of outlets for in- 
vestment funds in Kuwait. 


LATIN AMERICA 


Free Trade Plan—The Governments 
of Ecuador, Colombia and Venezuela 
have issued a joint statement on the 
outcome of discussions held in Decem- 
ber on the plan for a Latin American 
Free Trade Association. This stated 
that Ecuador and Colombia would take 
the necessary steps to formalize as soon 
as possible their membership of the 
association but that Venezuela would 
reserve its decision. ‘The statement 


added that Ecuador considered it neces- 
sary to invoke the special treatment 
provided for by the Treaty of Monte- 
video for lesser developed countries and 
depressed areas and that the three 
Governments would take joint action to 
obtain special treatment for her and for 
Venezuela. 


MOROCCO 


Incentives to Investors—New regu- 
lations aimed at stimulating industrializa- 
tion provide for tax concessions and 
other financial incentives to investors 
and the relaxation of restrictions govern- 
ing the remittance abroad of the earnings 
of foreign capital. 


NEW ZEALAND 


£27m Trade Deficit—There was a 
deficit of £27 millions in external pay- 
ments in 1960, compared with a surplus 
of £22 millions in the previous year. 
Current account payments exceeded 
receipts by £23.8 millions, while there 
was a net capital outflow of £3.7 millions. 


Butter Dumping ?—There is increasing 
concern about the competition that 
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butter exports to Britain are meeting 
from continental countries selling their 
product at prices below those quoted 
on their home markets; it has been 
indicated that the authorities may make 
representations to Britain and the other 
countries on the matter. 


£10m Domestic Loan—A £10 millions 
loan was floated on the domestic market 
at the beginning of February to raise 
money to cover the Governmer.t’s deficit. 


PAKISTAN 


Report on Second Plan—An eight- 
man Economic Mission from the World 
Bank, which has been appraising the 
country’s Second Five-Year Plan, was 
expected to complete its field survey 
during February. Its report should be 
available by the middle of April and 
will then be submitted to the consortium 
of five countries that are willing to 
participate in financing the development 
scheme. 


DM 150m for Second Plan—Pakistan 
has been promised a West German loan 
of DM 150 millions repayable in 15 
years to help finance development out- 
lays during the first two years of the 
new Five-Year Programme. It will not 
be tied to German goods. 


PERU 


$37m Payments Surplus—There was 
a surplus of $37 millions in external 
payments transactions in 1960, an in- 
crease of $23 millions on the figure for 
the preceding year and an all-time record. 
Net reserves consequently increased to 
$45 millions at the end of the year. 


SOUTH AFRICA 


Decimalized—South Africa officially 
changed over to a decimal currency 
system on February 14, after nearly six- 
teen years of investigation and prepara- 
tion; the complete change-over is ex- 
pected to take 15 to 20 months—during 
this time both the old and the new 
currencies will be accepted. The Rand, 
worth 10s, is the smallest denomination 
In notes; the new coins are 50 cents 
(5s), 20 cents, 10 cents (1s), 5 cents, 
2} cents, 1 cent and } cent. There will 
be two gold coins, R1 and R2, and notes 
worth R1, R2 (£1), R10 and R20. The 
banks now deal only in Rands and 
cents and only cheques made out in the 
new currency are acceptable. The half- 
crown, for which there is no equivalent 


new coin, will be withdrawn imme- 
diately, but in general the change-over 
will be gradual to avoid complications. 


Reserve Bank Changes—The new bill 
to amend the Reserve Bank Act proposes 
a reduction from 10 to 6 per cent in the 
minimum cash reserves that banks are 
required to maintain against demand 
deposits, so that credit can more easily 
be injected into the economy. It also 
proposes that the provision precluding 
the Reserve Bank from holding Govern- 
ment stock in excess of its issued capital 
plus one-third of its deposits should be 
modified to allow it to buy Government 
stock outside these limits from sellers 
other than the Government (this would 
give the authorities more scope in their 
open market activities) and that South- 
West Africa should be brought within 
the scope of Reserve Bank legislation. 


SOVIET BLOC 


British Trade Trebled—Britain’s trade 
with the Communist countries—USSR, 
China, Poland, East Germany, Czecho- 
slovakia, Hungary, Roumania and Bul- 
garia—has grown nearly threefold in the 
past decade—from £108 millions in 1950 
to £293 millions last year. The increase 
in the value of British exports to these 
countries has been even more marked, 
rising from £35 millions in 1950 to 
£129 millions in 1960. In 1960 British 
exports to these eight countries rose by 
32 per cent compared with 1959, while 
imports were up by nearly 21 per cent. 


THAILAND 


DM 100m German Credit—German 
credits to the value of DM 100 millions 
have been secured to help finance the 
construction of a thermal power station. 


TURKEY 


Fiscal Reform—aAn extensive overhaul 
of the fiscal laws has resulted in the 
raising of personal taxation for all but 
those in the lower income groups, the 
introduction of a compulsory-purchase 
savings bond scheme and the bringing 
of the larger agricultural incomes within 
the scope of tax laws for the first time. 


UNITED ARAB REPUBLIC 
Exchange Control Tightened—The 


comparative freedom from exchange 
control in the Syrian province ended 
abruptly early in February when exten- 
sive new restrictions were imposed that 
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resulted in the virtual collapse of the 
free market in Syrian currency. The 
policy change was designed partly to 
bring Syrian practice into line with that 
of the Egyptian province, but the timing 
of the move may have been due to the 
slump in exports. 


Italian Bank Leaves—With legislation 
calling for the “‘ Egyptianization ”’ of all 
foreign banks and insurance companies 
due to become effective in 1962, the 
Banca Commerciala Italiana has dis- 
posed of its business in Egypt to the 
National Bank. It will be allowed to 
repatriate its capital to Italy in due 
course. 

Fertilizers for Oil—A barter deal has 
been concluded with Italy under which 


the latter will purchase 1.5 million tons 


of Egyptian crude oil in exchange for 
nitrogenous fertilizers. 


USSR 


Paper Industry Expansion—A major 
programme for the expansion of the 
paper industry has been drawn up: it 
entails the construction of 32 paper and 
pulp mills over the next five years. 


YUGOSLAVIA 
Credit Obstacle—The London Cham- 


ber of Commerce mission that visited 
the country at the end of 1960 has 
issued a report stating that the lack of 
insurance facilities for long-term credit 
is a serious obstacle to the expansion of 
Anglo-Yugoslav trade. 





CORRESPONDENCE 


Money Still Under Review 


Sir,—On page 106 of the February 
issue of The Banker, Mr Harold Rose 
states that “... for every pound with- 
drawn from a building society, etc, to 
finance expenditure on goods and ser- 
vices, only part can be expected to return 
in the short run, as only part of the 
income of those who benefit by such 
expenditure will be saved, and only part 
of that saving will be used for invest- 
ment in such institutions. The situation 
presents a sharp contrast with the 
position of the banks, just because their 
liabilities are a means of payment; the 
drawing of cheques to finance payments 
to other customers of the banks leaves the 
position of the banks as a whole un- 
affected ’’ (my italics). I have to agree 
with this passage, but only under 
protest, since I believe that the inclusion 
of the italicized phrase in the final sen- 
tence serves to beg the whole question 
of the extent to which the drawing of 
cheques for any purpose leaves the 
position of the banks as a whole un- 
affected. 

For the liquid assets of all the joint 
stock banks taken together will be 
depleted pound for pound by a cheque 
drawn for any of the following purposes: 

(1) To obtain bank notes or coin. 

(11) To pay taxes. 

(i111) To make a payment to almost any 

overseas resident. 

(iv) To invest in any National Savings 

media (with the possible exception 
of deposits in the special invest- 


ment departments of the trustee 
savings banks) or to buy tax 
reserve certificates. 

(v) To lend to a discount house. 

(vi) To buy Treasury or other eligible 

bills. 
(vii) To buy short bonds from a dis- 
count house. | 

(vil) To buy any government stock, 
the demand for which results in 
increased sales by the government 
broker. 

Thus it is very far from true that the 
liquid assets of all the joint stock banks 
taken together are immune from depletion 
by the drawing of cheques either by the 
banks themselves (to purchase invest- 
ments) or by their customers. The 
“leak ’’ of liquid assets may not be so 
great as in the case of the other financial 
intermediaries (building societies, etc), 
but can clearly be considerable. Hence 
Mr Rose’s criticism of the Radcliffe 
Committee, for its unwillingness to 
differentiate sharply between the joint 
stock banks on the one hand and other 
financial intermediaries on the other,* 
is surely in need of considerable water- 
ing-down. 

BRIAN TEw, 
University of Nottingham. 
February, 1961. 


* I understand from Professor Sayers that 
the Committee, in refusing to make such a 
sharp differentiation, had in mind znter alia 
the considerations I have adduced above. 

T 
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Australia and New Zealand Bank—\Mir 
H. D. T. Williamson, general manager, is to 
retire on June 30, 1961. 
Barclays Bank—Cambridge Dist, Local 
ead Office: Mr E. G. Parker, from Peter- 
borough Dist, to be a local director. Shrews- 
bury Dist, Local Head Office: Mr F. W. 
Bailey to be a local director. Peterborough 
Dist, Local Head Office: Mr W. Birkbeck, 
from Windsor Dist, to be a local director. 
Head Office, Inspection Dept: Mr J. W. 
Bailey and Mr J. D. Constable, from head 
office, to be inspectors. Oxford, Trustee 
Dept: Mr D. H. Johnson, from Richmond, 
Surrey, to be manager in succession to 
Mr E. G. Gibson. Brighton and Lewes, 
Local Head Office: Mr J. H. F. Read to be 
local head office manager. London—Edg- 
ware, Station Rd: Mr A. L. QO. Birnie, 
from Frognal, Hampstead, to be manager; 
Hampstead, Frognal: Mr P. J. M. Parker, 
from Station Rd, Edgware, to be manager. 
Barclays Bank DCO—Sir James W. Robert- 
son has joined the board. Sir Charles T. 
Menson has joined the Ghana board. Mr 
F. A. Boreham to be deputy general manager 
(staff), on his return from Ghana in April. 
British Linen Bank—Edinburgh—Comely 
Bank: Mr F. L. Pool, from Hanover St, 
to be manager in succession to Mr Kay; 
Letth Walk: Mr G. Kay, from Comely 
Bank, to be manager. Glasgow, Charing 
Cross: Mr J. W. Watt, from Williamwood, to 
be manager on retirement of Mr S. W. Love. 
Clydesdale & North of Scotland Bank— 
Mr J. S. R. Cruickshank has joined the 
board. 
District Bank—Mr M. J. Cross and Mr 
F. G. Lane to be advances controllers. 
London City Office: Mr E. N. Taylor, from 
Corn Exchange, Manchester, to be an 
assistant general manager (London). Ban- 
gor: Mr L. Charlesworth to be manager. 
Manchester, Corn Exchange: Mr P. H. 
Spencer to be manager. 
First National City Bank of New York— 
London: Mr R. C. Wheeler-Bennett, Mr 
J. B. Hyde and Mr W. H. A. Robinson to 
be assistant managers. 
Forward Trust—Mr J. Dandy, a general 
managers’ assistant of the Midland Bank, to 
be assistant managing director. 
Lloyds Bank—Head Office—Mr R. C. 
Battams to be general manager (Executor 
and Trustee) on retirement of Mr D 
Turner; Mr J. W. L. Dyer to be general 
manager's assistant (Executor and Trustee); 
Mr F. C. Booley, from Exchange, Liverpool, 
to be public relations officer; Administration 
Dept: Mr P. Rayner to be assistant (admin 
dept) on retirement of Mr J. F. H. Adams; 
Organization Dept: Mr J. L. B. Graham, 
from St Albans Rd, Watford, to be an 
inspector (organisation); Registrar’s Dept: 
Mr S. W. L. Poole, from Malvern, to be 
registrar; Staff Dept: Mr C. G. Brain, from 
Newport, IW, to be staff controller (South 
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Wales) in succession to the late Mr G. L. H. 
Blackmore. London—Pall Mall: Mr P. P. 
Whicher to be an assistant manager; Fins- 
bury Sq: Mr D. E. Scott, from Stock Ex- 
change, to be manager; Holborn Circus: Mr 
C. K. M. Roles, from Langham Place, to 
be manager; Langham Place: Mr A. G. 
Russell, from Tottenham Court Rd, to be 
manager; Moorgate: Mr E. R. Barrett, from 
Holborn Circus, to be manager on retire- 
ment of Mr R. J. Fincham. 

Martins Bank—London, St Fames’s St: 
Mr R. Stanger, from Hanover Sq, to be 
manager. Bedlington: Mr T. H. Donkin to 
be manager. Newcastle upon Tyne—Gosforth 
and Forest Hall: Mr W. F. Surtees, from 
Bedlington, to be manager; Northumberland 
St: Mr C. S. Robinson, from Gosforth, to 
be manager. 

Midland Bank—London—Queen Victoria 
St: Mr R. E. M. Craker to be assistant 
manager in succession to Mr E. T. Row- 
land; 131 Shoreditch High St: Mr E. T. 
Rowland, from Queen Victoria St, to be 
manager in succession to Mr B. C. Hewett; 
Sloane Sq: Mr B. C. Hewett, from 131 
Shoreditch High St, to be manager on 
retirement of Mr H. A. Webb. Bala: Mr 
G. W. Jones to be manager on retirement of 
Mr G. F. Roberts. Bournemouth—South- 
bourne: Mr F. W. Pridham, from Portland 
Rd, Hove, to be manager in succession to 
Mr J. B. Hooper; West Southbourne: Mr 
J. B. Hooper, from Southbourne, to be 
manager in succession to Mr E. D. Ford. 
Dorking: Mr E. D. Ford, from West South- 
bourne, Bournemouth, to be manager on 
retirement of Mr S. E. Sharland. 
National Bank—Mr J. J. Davy has joined 
the board upon resignation of Mr E. H. 
Nugent. 

National Provincial Bank— Advance Dept: 
Mr W. J. Benson to be a controller. London 
—Muswell Hill: Mr C. J. M. Stickland, 
from Kenton, to be manager on retirement 
of Mr H. V. Smith; South Norwood: Mr 
D. S. Kimber, from West Wickham, to be 
manager on retirement of Mr J. R. Adams. 
Crosby: Mr F. Haughton, from Hoylake, to 
be manager. Herne Bay: Mr G. B. Huxster, 
from Worthing, to be manager on retire- 
ment of Mr R. T. Avery. Kenton: Mr 
J. H. K. Chew, from Church End, Finchley, 
to be manager. 

Westminster Bank—Mr P. T. Menzies 
has joined the board. Head Office: Mr 
M. J. Eggar, from Westcombe Park, to be 
an inspector. London—Blackheath: Mr 
W. G. Woodman, from Sevenoaks, to be 
manager; Ealing, Hanger Lane: Mr J. B. 
Taaffe, from Hendon, to be manager on 
retirement of Mr J. Ward; Peckham Rye: 
Mr A. J. Pronger, from Blackheath, to be 
manager on retirement of Mr J. E. Leitch. 
Birkenhead: Mr A. G. Douglas, from Brom- 
borough, to be manager on retirement of 
Mr W. G. Flinn. 


Date 


1938 


End-Dec: 


1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 


1959 

Jan 21 
Feb 18 
Mar 18 
Apr 15 
May 20 
June 17 
June 30 
July 15 
Aug 19 
Sept 16 
Oct 21 
Nov 18 
Dec 16 
Dec 31 


1960 

Jan 20 
Feb 17 
Mar 16 
Apr 20 
May 18 
June 15 
June 30 
July 20 
Aug 17 
Sept 21 
Oct 19 
Nov 16 
Dec 14 
Dec 31 


1961S 
Jan 18 
Feb 15 


* Excluding i 


FINANCIAL STATISTICS 


Net 


Deposits* 


{mn 


2,200 


6,901 
7,121 


6,952 
6,769 





London Clearing Banks 


Liquid 
Assets 
Zot 


{mn 
672 


2,100 
2,327 


2,421 
2.141 
2.053 
2,092 
2,080 
2,192 
2,270 
2,283 
2,280 
2/339 
2,477 
2,419 
2,543 
2,628 


2,541 
2,296 
2,217 
2,262 
2,244 
2,253 
2,292 
2,259 


2,266 | 


2,276 
2,287 
2,288 
2,399 
2,251 


2,456 
2,252 


29 


33. 
31. 


tems in course of collection and transit items. 


WNHYARHWSUYSWEHSWL 


DO WH ARN SA AA GIA & 


B) 


1 
1 


Special 
Deposits 


{mn 


(102.0)t 


LTT 


| | 


143.6 


eee 
> 
to 
DrPH IODWwWM%O DH 


143. 


147.9 
147.2 


Investments 
Total Govt 
{mn “mt f£mn 

637 28.0 - 
1,965 31.0 1,889 
2,148 33.3 2,076 
2,275 34.0 2,194 
2,353 33.9 2,261 
2,016 30.5 1,928 
1,980 29.8 1,893 
2,049 29.6 1,962 
2,102 29.2 1,994 
1,710 22.3 i 
1,271 16.2 
2,021 29.1 1,912 
1,962 29.6 1,853 
1,928 29.1 1,816 
1,884 28.1 1,766 
1,837 27.3 1,719 
1,816 26.8 1,698 
1,812 25.6 a 
1,811 26.0 1,693 
1,802 26.0 1,684 
1,789 25.4 1,667 
1,729 24.0 1,608 
1,729 24.0 1,607 
1,720 23.1 1,597 
1.710 22.3 ads 
1,698 22.9 1,571 
1,618 22.7 1,486 
1,501 21.3 1,368 
1,439 20.0 1,309 
1,405 19.8 1,275 
1,376 19.2 1,245 
1,349 18.1 oe 
1,340 18.5 1,210 
a0? 26.2 45,560 
1,312 18.2 1,183 
1,304 18.0 1,175 
1,289 17.7 1,160 
1,288 17.1 1,159 
1.271 16.2 + 
1,256 16.9 1,142 
1,238 17.1 1,124 


Advances 


Net 
{mn 


2,846 
2,933 
3,006 
3,094 
3,133 
3,134 
3,242 
3,236 
3,195 
3,203 
3,231 
3,238 
3,229 
3,323 


3,260 
3,303 


Gross 


Yat 
43.1 


NS 
+. SO 


SCSUDK Kee K' 


bo bo bo NO bg bo Go 


SJ SO Oo SN) G1 


31 


& Cr Oo ms tm KS GA Go Gu Gs Orr © Sa OO 


+ All asset ratios are computed in relation to gross deposits, and the advances ratio refers 
to gross advances. 


t Treasury Deposit Receipts. 
§ Figures subsequent to December 31, 1960, are affected by the transfer of Lloyds Bank's 


Eastern branches to National & Grindlays. 


This reduced the total of deposits at the clear- 


ing banks by about £50 millions; the distribution of the reduction in the clearing banks’ 
assets is not known. 
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Trend of * Risk ’’ Assets 
(£ million) 




















Jan 18, 1961 *., Change in ~ 
oof | Year to Monthly Periods 
Gcone | Jan, 1960 1961 
Deposits| 1961 Oct Nov Dec Jan 
Investments: | 
Barclays 308.8 18.6 | — 86.7 —- — «~~ Ot «= 43 
Lloyds 233.2 18.1 | —-— 85.4 - 3.3 + 0.5 — ~15.2 
Midland 278.5 17.2 | -113.6 — we on. sn 
National Provincial... 140.3 13.5 | - 34.5 — - 0.5 - 0.3 - 0.1 
Westminster . . 147.9 15.2 — 63.7 - 4.8 -13.4 — - 63 
District 39.0 15.0 a 23.4 - 0.1 - 2.0 —~ — 
Martins 50.5 14.3 — 19.5 -- + 0.1 — « ie? 
Eleven Clearing Banks 1, 255.7 16.9 — 442.1 - 8.0 -15.0 - 1.5 -—32.3 
Advances: | 

Barclays 760.4 45.8 | +112.8 + = +13.1 +17.0 + 8.0 
Lloyds 583.1 49.3 + 32.0 - 0. - 4.5 - 3.1 -14.3 
Midland 738.0 45.8 +118.9 - 1.9 + 1.4 +19.3 + 0.6 
National Provincial... 409.2 45.1 + 54.5 +16.9 - 8.1 + 2.2 —- 2.1 
Westminster . . 440.1 45.1 + 50.5 +7.6 + 8.5 - 1.6 -14.0 
District 118.1 45.3 + 14.4 +18 +2.1 +0.8 —- 2.5 
Martins .. 164.8 46.6 + 19.1 + 3.0 +0.1 - 3.0 + 4.8 
Eleven Clearing Banks 3,377.3 45.35 + 414.4 +32.1 +17.5 +34.6 -20.0 








Trend of Bank Liquidity* 








1958 1959 1960 1961 
Dec Dec Dec 

Mar 31 Mar Nov § 31 Jan Mar Oct Nov 31 Jan 

~ oa i Tae AEE Zo Zo Yo 4 

Barclays 34.2 34.4 30.1 32.4 32.9 33.8 31.0 31.8 31.1 31.4 31.1 

Lloyds 31.9 %.7 2.5 32.3 3.9 BEB H.O 32.1 BS 33.6 33.7 

Midland 33.9 35.3 30.4 34.4 36.1 33.8 30.1 30.6 29.9 33.1 31°9 

National Prov 34.0 36.0 31.1 35.2 37.0 37.6 30.0 31.1 31.6 33.5 34.8 

Westminster.. 35.4 33.2 32.8 34.0 33.4 34.8 33.4 30.4 31.8 32.2 34.7 

District 33.3 2.3 D5 B.7F 2.32 BS RS Bet BS BS BA 

Martins 35.9 36.2 31.1 34.6 34.3 32.4 31.9 31.9 33.4 34.5 34.4 
All Clearing 

Banks .. 33.9 34.6 31.0 33.6 34.3 34.4 31.5 31.5 31.3 32.6 33.1 


* Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


Mondays: Feb 22, Dec 19, Jan 23, Jan 30, Feb 6, 
1960 1960 1961 1961 1961 
per cent 
Bank rate .. St ST 5 
Treasury bills: 
Average allotment rate* +43 43 4 i 445 453. 
Market’s dealing rate, 

3 months ' 435 4+ 2: 4! 43 43 
Bankers’ deposit rate 3 3 3 3 3 
Short money : 

Clearing banks’ minimum 33 3% 33 32 33 
Floating money .. 4-4) 33-4} 414% 4143 41-43 
US Treasury Bill. 4.168 2.222 2.230 2.299 2.374 


* Preceding F ilies 


to 53% on 27.10.60: 6 on 8.12.60. 
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Feb 13, Feb 20, 


1961 1961 
5 5 
4% 4B 
4% 4% 
3 3 
33 33 

44-43 33-41 

2.462 2.496 


+ Raised from 4% on 21.1.60. J} Raised to 6% on 23.6.60; lowered 


and to 5° 








Scottish Banks 
Note Net Liquid Special Investments Advances 
Date* Issue Depositst Assets{ Deposits ‘Total Govt Av 
‘mn {mn {mn % {mn {mn % {mn ay yA of | 
1938 17.9 233.0 34.0 13.9 — 142.2 58.1 oo 2.6 33.7 
1951 Dec 77.3 668.1 90.7 12.0 (6.0)$ 384.2 50.9 373.5 ans 29.4 
a2 ., 83.6 675.4 122.9 16.3 — 382.2 50.6 369.7 200.7 26.5 
953 .. 92.3 691.7 113.3 14.6 — 416.6 53.7 403.7 191.8 24.7 
1954 ,, 97.7 738.4 119.8 14.3 — 430.5 51.4 419.0 217.8 26.0 
1955 ,, 104.8 672.2 120.6 15.5 — 378.1 48.7 364.9 200.4 25.8 
1956 ,, 112.8 659.0 121.7 16.0 — 359.4 47.1 345.2 204.8 26.9 
a7 «5 bee.d 676.7 143.8 18.4 a 351.7 44.9 339.3 206.9 26.4 
1958 ,, 119.7 687.3 127.9 16.2 —= 349.1 44.1 335.6 235.6 29.8 
1959 ,, 122.4 727.2 137.1 16.5 — 313.5 37.7 289.0 311.6 37.3 
1960 ,, 125.3 708 .0 131.8 16.3 — 265.8 32.9 240.1 342.7 42.4 
1960 
Jan 116.3 730.3 144.0 17.6 — 318.6 38.8 294.9 35.9 
Feb 117.6 741.8 108.0 13.5 — 321.7 40.2 _ 311.8 38.9 
Mar .. 119.4 725.1 89.7 11.6 —— 308.0 39.9 282.5 327.3 42.4 
April .. 122.7 717.4 101.7 13.1 296.8 38.2 335.3 43.2 
May 123.6 733.4 93.6 11.9 0.6 294.4 37.5 ie 341.8 43.5 
June 124.6 723.1 107.5 13.6 2.8, #201:39 8.3 22.1 342.5 43.3 
July 128.4 723.9 99.2 12.7 5.5 285.5 36.6 i 338.7 43.5 
Aug 121.9 716.3 98.5 12.7 Pe 285.7 37.1 335.7 43.5 
Sept .. 121.4 714.3 123.5 16.0 7.8 267.2 34.5 241.4 336.5 43.4 
Oct 19 121.2 694.5 128.2 16.3 7.7 265.7 33.8 240.0 333.3 42.4 
Nov16 = 122.8 702.4 127.9 13.8 7.7 265.9 32.9 240.2 341.4 42.3 
Dec 21 = 125.3 708 .0 131.8 16.3 7.9 265.8 32.9 240.1 342.7 42.4 
1961 
Jan 18 119.2 688.7 119.6 14.9 8.0 262.6 32.8 237.0 338.9 42.3 | 
Feb 15 120.8 682.1 113.2 14.3 rp 229.82 32.4% 223.6 344.1 43 | 
Northern Irish Banks} | 
1938 aa 46.5 a Ae ie ws “4 \ = | 
1951 Dec 9.2 106.5 seo“ l 55.2 44.8 113.9 52.4 42.5 } 
1952 _ ,, 8.6 106.0 10.4 8.3 — 54.5 43.6 116.4 47.0 37.6 } 
1953 ,, 8.0 108.4 5.7 4.4 — 63.5 49.0 133.9 46.7 36.0 | 
1954 ,, 8.3 116.8 a6:944 = 64.1 46.8 129.7 52.4 38.2 | 
1955 _,, 8.4 120.2 8.3 6.3 — 57.4 43.3 101.3 57.8 43.6 ) 
1956 ,, 10.2 118.4 444° = 55.6 41.5 95.5 56.1 41.8 } 
1957 ,, 9.9 116.6 7.85.7 — 54.6 39.9 98.0 56.7 41.5 } 
1958 ,, 9.3 124.8 8.25.7 — 55.9 39.1 105.6 64.0 44.8 } 
1959 ,, 8.7 132.6 10.8 7.2 — 53.6 35.6 100.0 70.2 46.6 | 
1960 
Jan 8.9 133.2 9.5 6.4 _ 54.5 36.8 i 70.5 47.6 
Feb 8.9 131.6 1.0 34 — $3.5 2.7 - 72.7 49.9 195¢ 
Mar .. 8.9 130.3 6.8 4.6 _- 53.0 36.2 100.0 74.7 51.0 
April .. 8.9 132.8 §.9 4.0 —— 51.9 35.6 71.5 32a 196( 
May 8.9 132.4 5.4 3.7 — 52.8 30.9 - 77.8 33.4 
Tune 8.9 136.0 8.6 5.8 _ Sen oes Fs.3 79.7 353.3 
July 8.8 133.6 7.1 4.9 --- 50.1 34.6 82.0 36.7 
Aug 8.7 133.3 6.8 4.6 — 49.7 33.9 “4 81.0 53.2 
Sept 8.5 133.9 8.0 5.4 — 799.5 33.7 92.2 83.0 56.3 
Oct 8.4 134.2 8.9 6.0 — 49.3 33.3 82.8 39.9 
Nov 8.4 136.2 3.7 6.3 _- 48.6 32.5 83.1 359.0 
* For Scottish banks figures before October, 1960, generally relate to dates varying from 
bank to bank between the middle and end of month. For N. Irish to June 30 and Dec 31 
and dates in middle of other months. Figures for 1938 are average for year. 
+ Excluding balances and cheques in course of collection and items in transit. 
t Liquid assets comprise cash (excluding 100% note cover, above “‘ authorized ”’ circu- 1961 
lation), balances with Bank of England, money at call and bills; all ratios calculated as 
percentage of gross deposits. §$ Treasury Deposit Receipts. ‘i 
| Actual liabilities and assets of banking offices in N. Ireland other than National Bank, | 
which is a London clearing bank. Liquid assets and investments are computed proportions t 
of the banks’ total holdings based on ratio of deposits in N. Ireland to total deposits. S| 
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Banking Trends since World War I* 


Nett 
Averages Deposits Liquid Assets TDRs Investments Advances§ 
of Months: £mn {mn Vos {mn {mn Yok {mn Yot 
1921 .. 680 38 ~- 325 18 833 46 
1922 vs . ae 658 37 — 391 22 750 42 
1923 ~- hee 581 35 — 356 21 761 46 
1924 .. 1,618 545 33 — 341 20 808 49 
1925 . oe 539 32 —- 286 17 856 52 
1926 .. 1,615 532 32 — 265 16 892 54 
1927 .. 1,661 553 32 -- 254 15 928 54 
1928 so eee 584 33 — 254 14 950 54 
1929 ae 568 32 — 257 14 994 55 
1930 v« ‘eae 596 33 — 258 14 965 54 
1931 a ae 560 32 —— 301 17 921 52 
1932 .. 1,748 611 34 — 348 19 847 47 
1933 .. 1,909 668 34 — 537 28 762 39 
1934 .. 1,834 576 31 — 560 30 756 40 
1935 . toe 623 31 — 615 31 772 39 
1936 .. 2,088 692 32 — 614 29 869 39 
1936 .. 2,160 713 32 a 643 29 844 39 
1937 .- ae 683 30 — 652 29 958 42 
1938 ae 672 30 — 637 28 980 43 
1939 ~~ nae 648 29 — 608 27 995 44 
1940 .. 2,419 785 31 73 666 27 964 39 
1941 .. 2,863 676 23 495 894 30 872 29 
1942 » oa 712 22 642 1,069 33 810 25 
1943 os aoe 723 20 1,002 1,147 31 759 21 
1944 .. 4,022 788 19 1,387 1,165 28 761 18 
1945 ~. “oan 886 19 1,811 1,156 25 778 17 
1946 .. 4,932 1,280 25 1,492 1,345 26 897 18 
1947 _« ae 1,646 29 1,308 1,474 26 1,117 20 
1948 co meres 1,703 29 1,284 1,479 25 1,330 23 
1949 .. 5,772 1,920 32 983 1,505 25 1,450 24 
1950 .. 5,811 2,345 39 430 1,505 25 1,614 27 
1951 .. 5,931 2,308 38 247 1,624 26 1,835 31 
1952 ~. goo 2,097 34 1,983 33 1,851 30 
1953 .. 6,024 2,201 35 2,163 35 1,743 28 
1954 .. 6,239 2,190 34 2,321 36 1,817 28 
1955 .. 6,184 2,098 33 2,149 33 2,033 31 
1956 . Clea 2,218 35 1,978 32 1,911 30 
1957 << 228 2,256 35 2,008 31 1,967 31 
1958 .. 6,330 2,256 34 2,149 32 2,023 30 
1959 .. 6,617 2,277 33 1,835 26 2,634 38 
1959: Dec 16 87,043 2,543 34.2 1,720 23.1 2,936 39.5 
1960: Jan .. 7,041 2,541 34.4 Special 1,698 22.9 2,963 40.0 
Feb .. 6,803 2,296 32.1 Deposits 1,618 22.7 3,049 42.7 
Mar .. 6,683 2,218 31.5 = 1,501 ye 3,130 44.4 
April.. 6,766 2,262 31.4 — 1,439 20.0 3,228 44.8 
May .. 6,746 2,244 31.6 5.8 1,405 20.0 3,256 45.9 
June 15 6,794 2,253 31.5 69.8 1,376 19.2 3,258 45.5 
July .. 6,900 2,259 31.2 105.3 1,340 18.5 3,357 46.3 
Aug .. 6,876 2,266 31.4 142.6 1,317 18.2 3,312 45.9 
Sept .. 6,883 2,276 31.6 142.0 1,312 18.2 3,313 45.8 
Oct .. 6,918 2,287 31.5 141.7 1,304 18.0 3,345 46.1 
Nov .. 6,923 2,288 31.3 142.6 1,289 17.7 3,363 46.0 
Dec 14 =7,070 2,399 31.9 143.4 1,288 Bean 3,397 45.2 
1961: Jan .. 7,069 2,456 33.1 147.9 1,256 16.9 3,377 45.5 
Feb .. 7,888 2,252 31.1 147.2 1,238 17.1 3,423 47.2 


*Ten clearing banks for 1921-35, thereafter eleven. 
t Excluding only cheques and balances in course of collection. { Ratios to gross deposits. 
§ Revised basis: see Note on page 78, The Banker, February, 1961. 
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II 


II 


IV 


1960: I 


II 


IIT 


Official 
Sales (— ) 


+ 862} 
~ 862 
+324} 
+ 286 
+ 507+ 
+309 
+125} 
+ 80 
+ 81t 
+ 187 
+ 33 
~ 195 
sits OT 
+ 20 
+ 141t 
+ 46 
~246t 
+ 14 
+ 122+ 
~ 351 
+ 61t 
+ 39 
+ 67t 
+ 68 
~ 109 
+290 
— 60t 
~ 581} 
~ 29 
+ 104 
— 
+ 189 
~124 
+ 302 
— 345 
~ 125 
+98 
- 34 
+202 
+ 106 


Banks 


+417 
— 382 
+ 187 
+ 392 
+119 
+156 
+ 67 
— 139 
— 334 
+ 72 
— 35 
+ 4 
+ 69 
+ 127 
+ 33 
—218 
— 397 
+ 33 
+ 45 
— 321 
+ $7 
+ 30 
+ 22 
+ 7] 
—101 
+ 2 
—178 
— 308 


~118 
+14] 
~ 
+139 
~ 70 
+ 61 
~229 
~277 
~123 
4+ 47 
-@ 


+ 24 


Domestic Banking 


* Mid-March to end-December only. 


+ To mid-December (but including overlap 


Portfolios 

Clearing Scots Discount 
Banks Market 
—27 - 3 
+ 3 —110 
+ 2 —- 23 
+17 + 77 
+34 + 92 
- 2 — 97 
+15 — 10 
- 35 + 7 
- 54 — 65 
+ 5 + 27 
—20 — 14 
+ 2 —119 
— 6 —- 70 
+14 -+ 62 
—- 4 +- 98 
— 12 + 9 
— 47 —- 4 
—- 3 — 68 
—- 3 + 2 
—15 —119 
+ 4 + 33 
— ] — 80 
+] + 27 
+ 5 + 16 
- § + 36 
— ] + 192 
—22 + 20 
—10 — 243 
—10 + 10 
+ 3 —- 10 
- 1 - 2 
— + 55 
—14 — 32 
+ 4 + 130 
— 6 + 36 
— 6 — 80 
—21 + 12 
- 6 + 2] 
—21 + 44 
+22 — 77 


Total 


+387 
— 489 
+166 
+486 
+244 
+ 37 
+ 7 
— 137 
— 453 
+ 104 


~ 69 
113 
. ¥% 
+203 
+127 
221 
~ 448 
- 
+ 44 
— 455 
+124 
a 
+ 50 
+ 92 
~ 70 
+ 193 
~ 180 
561 
~118 
+134 
~ 34 
+194 
~116 
+195 
~199 
~ 363 


— 132 
+ 32 
- 39 
- 31 


non-publication of Bank of England figures for 1959, [). 
t Includes securities sold to (or bought from) Banking Department of Bank of England. 


Norte: Quarterly periods are between bank make-up dates except for (i) stock figures 
throughout 1958 of Scots Banks and Discount Market, (ii) ‘‘ Official Sales ”’ figures in 


1959, I, for both stock and bills, which are for quarter-ends. 


the relevant derived totals in the final column are liable to error. 
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Government Sales of Marketable Securities 


(£ millions) 


Stock shown in bold figures; Treasury bills in italics 


** Non-Bank ”’ 
Portfolios 
Home 

Overseas and Total 
Official Overseas 
Private 
v ss +475} 
— 366 —- JF =—373 
ial a +15 
—310 - +110 = 
7 <2 + 263t 
+208 + 44 +4257 
ae re + 53 
—- 48 +265 +217 
a +534] 
- 59 +142 ++ 83 
; ca + 102t 
— 34 - 48 - §) 
a ie — 22t 
— 105 -~ 78 -—183 
3 ms + it 
+ 70 +197 +267 
+202} 
die 52 
= + 78t 
— 56 +160 +104 
= ne — 63{ 
+ 45 - 45 + WW 
: + 17{ 
—- 6 - 18 -—- 94 
+87 +8 62 
+ 120t 
oe a - 20 
+ 36 + 53 +8 
- - - 23 -H 
+ 4-3 +413 
- 44 +39 - 3§ 
—- 21 +73 -f8 
+92 +15 +4107 
- 33 -113 -14 
+ 7] +167 +238 
+ 59 4104 +416 
i - 62 —- 6 
+ 53 +188 +241 
—- 40 +177 +137 


in second half of March made inevitable by 


In these instances, therefore, 








Tot: 


indi 


1953 
1954 
1955. 
1956. 
1957. 
1958. 
1959- 

19: 
April 
Janusz 

19¢ 
April 
Janua 


secur 


Ways ; 
Ban 
Pub 

Treast 
Ten 
Tap 


* Fi 
at Mar 





. 











THE EXCHEQUER FINANCES 
I—The Budget 


(£ million) 


Gain or 
Original Expected April 1, loss* on 
budget gain or 1960, to corresponding 

estimates loss* on Feb 21, period of 

1960-61 1959-60 1961 1959-60 

Total Inland Revenue i Sis 3,273 + 263 2,551.2 + 62.2 

Customs and Excise .. es i 2,409 +127 2,172.5 . 4.8 

Other revenue ‘— % 298 — 40 297 .0 — 16.5 

Total ordinary revenue .. 5,980 — 350 5,020.7 139.1 

Debt interest (including sinking fund) 680 — 26 636.1 — 37.6 

Other consolidated fund ~~ o 89 - 1 81.8 —- 6.4 

Supply expenditure .. ag 4,907 — 405 4,228.9 — 328.6 

Total ordinary expenditure me 5,676 — 432 4,946.8 — 372.5 

Above line surplus or deficit _... +- 304 - $2 - 74.0 — 233.3 

Net deficit below line a = — 622 + 78 ~-510.3 -161.8 
of which 

local loans (net lending shown 

minus) . ii - 36” -+- J + 50.1 —- 2.6 

loans to state industries, net a — 465 -- 109 —416.0 156.9 

Total deficit . Se ais 4 — 318 - 4 — 436 .3 —- 71.5 


* Plus setiinis increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 





Ii—National Savings 


(£mn: Receipts into Exchequer reported during period) 


Savings Total 

Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 

ticates Bonds Banks Bonds Small Interest Bond ing In- 

(net) (net) (net) (net) (net) Maturity vested* 

1953-54 .. +19.0 + 0.3 - 79.3 — - 60.0 88.6 —-38.4 6,008.7 

1954-55 .. +46.0 +51.1 — 35.4 — + 61.7 88.8 —-28.8 6,126.2 

1955-56 .. +19.7 +21.5 - 80.4 — - 39.2 82.7 -50.8 6,123.6 

1956-57 .. +72.0 + 3.2 -20.6 +65.0 -+119.5 35.5 —-38.9 6,240.0 

1957-58 .. -—21.3 —22.2 -62.4 +80.2 - 15.6 45.9 -17.7 6,272.0 

1958-59 ..-+131.9 +117.9 —~55.2 +66.5 +270.4 54.4 -10.0 6,582.0 

1959-60 +66.9 +144.4 +52.7 +41.1 +306.0 83.5 - 1.7 6,969.0 
1959-60 

April-Dec +55.2 +109.1 - 0.9 +-35.5 -200.9 59.9 — 1.3 6,841.0 

January .. + 6.3 +15.3 ~17.3 - 2.9 41.8 10.0 —- 0.1 6,892.0 
1960-61 

April-Dec +46.8 +80.1 -22.4 +41.9 -~146.5 68.0 - 0.9 7,180.0 

January .. + 5.5 + 9.9 -14.8 - 5.4 - 35.6 8.0 - 0.1 7,223.0 

* After taking account of net sales through tne Post Office Savings Bank of Government 


securities other than defence bonds. 


Iii—Floating Debt 
(£ million) 





Change in three 














Beginning of April* Feb months to 
18, Feb 18, Feb 20, 
1958 1959 1960 1961 1961 1960 
Ways and Means Advances: 
Bank of England ‘ —- _- —- a --- — 
Public Departments... 239.6 291 .6 215.3 238.1 - 2.0 + 29.1 
Treasury Bills: 
Tender .. z% .. 3,120.0 2,950.0 3,460.0 3,170.0 -510.0 -270.0 
Tap y de .. 1,499.4 1,986.3 1,845.7 1,625.2 +127.3 - 83.8 
4,859.0 5,227.9 5,521.0 5,033.3 -—384.7 -324.7 














* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 
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Sterling-Dollar Exchange Rates 


Feb 19, Deci6, Jan20, Jan27, Feb 3, Feb 10, Feb 17, 
1960 1960 1961 1961 1961 1961 1961 


Official Market 


Spot .. .. 2.807% 2.80} 2.80% 2.802 2.80% 2.807% 2.80 
3 months .. ygc dis dicpm t#epm gcpm ic pm ~cpm -+fcpm 
Security*® .. .. 2.794 2.802 2.78% 2.784 2.784 2.782 2.783 


* New York market quotations. 





Britain’s Gold and Dollar Reserves* 


(Millions of US dollars) 
Financed by 




















Net Gold Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (-) can and in of Balances 
Quarters Aid Credits Reserves Period 
1946 22 - 908 +1123 + 220 2696 194 
1947 - — 1431 — +3513 - 618 2079 267 
1948 i -—1710 682 + 737 — 223 1856 295 
1949 - - 1532 1196 + 116 - 168 1688 236 
1950 % + 805 762 + 4§ +1612 3300 257 
1951 — 988 199 - 176 — 965 2335 508 
1952 - 736 428 - 181 — 489 1846 472 
1953 i + 546 307 - 181 + 672 2518 49] 
1954 7" + 480 152 — 388 + 244 2762 428 
1955 4 - 575 114 - 181 — 642 2120 480 
1956 cd —- 626 66 + 57 + 3 2133 679 
1957 i - 419 26 + 533 + 140 2273 602 
1958 ea +1005 6 - 215 + 796 3069 654 
1959 bi + 9 —- - 782 — 333 2736 719 
1960 ie + 771 — — 275 -- 496 3231 “a 
1959: 
I 7" + 173 — —- 103 + 70 3139 784 
I ‘4 + 206 —- - 173 + 33 3172 737 
III i + 164 --- - 52 + 112 3284 672 
IV ia - 94 -- - 454 - 548 2736 735 
1960: 
I + 107 — - 62 + 45 2780 928 
II + 180 —- - 67 + 113 2892 1224 
III + 398 — — 182 + 216 3108 1376 
Oct + 128 ~- - 97 + 31 3139 
Nov + 28 — — + 28 3167 
Dec - 69 oo + 133 + 64 3231 
IV - + 87 —- + 36 + 123 3231 
1961 
Jan is + 25 —- - ii + 14 3245 
Main Special Items Detailed 
Receipts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan , .. 300 Canadian loans, etc .. 181 
1948 South African loan a 1954 EPU funding payment . 9 
1956 Sale of Trinidad oil so iMF repayment . 108] 
IMF loan - wer 1958 Service of N Amer loans 188 
1957 India’s IMF loan ' 200 1959 IMF repayment . «a: 
Return of interest on US IMF subscription >< 
loan... .. 104 Repayment of Ex-Im_ .. 255 
Export-Import Bank .. 250 Service of N Amer loans 184 
1960 US bid for Ford Motor.. 367 1960 IMF repayments —< ae 
IMF gold payment aan 


Service of N Amer loans 187 


* Gold and convertible currency from Dec, 1958. + Source: Federal Reserve Bulletin. 
t Remainder of 1947-49 loan repaid in sterling. 


224 

































YoU 


Oe eee ee le oe a wed.16 Of ite. oe aod 


<y Ee 
ga. 


. = . 3 oe 2 a’ 
shia Se alge) Se a , ° 
: 


-4 
; 


= 
*. 


: 
k 
, 
: 
7 





OUR MIXTURE to your order. That’s the motto 
with I-C-T. If you want data processing planned to suit 
your business exactly, flexible enough to Keep faithful 
pace with your growth, then I1:C’T are the people. 

For I-C:‘T make the widest range of data processing equipment 
in Britain — punched cards and computers. They have been in 
data processing for fifty years. Today their machines are used 
by customers ranging from a small nurseryman to a company as 
large as Shell-Mex and B.P. Ltd. 

For constructive advice on data processing that’s compounded 
to your business recipe, phone your local I-C-T office or write 
to us now. 








I-C-T DATA PROCESSING 
International Computers and Tabulators Limited 


4 PARK LANE, LONDON, Wl - OFFICES THROUGHOUT U.K. AND IN 51 COUNTRIES THE WORLD OVER 
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he Hawera star! 


WHERE IN HEAVEN’S THAT? 


We can tell you in a twinkling. For it’s not in the heavens at all, oddly enough, 
but in New Zealand. And it is, in fact, a newspaper. We know because it just 
happens to be something to do with our country. And so far as that is concerned, 
there is very little we don’t know. For as a Bank operating in New Zealand, we 
are constantly being called upon to provide reliable, comprehensive information 
on subjects relating to our national life. This we can do without the slightest 
difficulty, since we have more than 160 branches and agencies throughout the 
North and South Islands. So whenever your question involves points of 
national interest about New Zealand, ask us— 


The National Bank 
OF NEW ZEALAND LIMITED 


Head Office: 8 Moorgate, London, E.C.2 (MONarch 8311) 
West End Branch: 14 Charles II Street, London, S.W.1 (TRAfalgar 6791) 
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THE ROYAL BANK OF SCOTLAND 





Net Profit the Highest Ever Recorded 





Country’s Precariously Balanced Economy 





Need for Steady and Sustained Expansion in Production and Productivity 





Recurrent Crises : Government’s Deficit Budgetary Policy Questioned 





. The Duke of Buccleuch on the Special Deposits Scheme 





IHE Annual General Court of Pro- 
prietors of ‘The Royal Bank of Scotland 
was held on February 28 in Edinburgh. 

The following is the circulated statement 
of the Governor of the Bank, His Grace 
the Duke of Buccleuch and Queensberry, 
fr... G.C.V.0., LL.D.: 

I have to record with sorrow that since 
our last Annual General Court we have 
sustained a great loss through the death on 
July 12 of our Ordinary Director, Mr. 
Hugh Cowan-Douglas, T.D., C.A. A man 
of high intellect, he had a skilled and 
extensive knowledge of industrial and com- 
mercial affairs derived from a wide experi- 
ence and a great diversity of interests. We 
greatly miss him. 

During the year the Court of Directors 
elected Mr. James Ogilvy Blair-Cunyng- 
hame, O.B.E., M.A., to be an additional 
Deputy Chairman of Ordinary Directors 
to act along with Mr. John Herbert 
Richardson, W.S., who has been Deputy 
Chairman for a number of years. 

Also during the year, Mr. Ballantyne, 
General Manager since July 1953, was 
elected an Ordinary Director. In accordance 
with the Constitution of the Bank, Mr. 
Ballantyne will, along with the Senior 
Ordinary Director, The Right Hon. Sir 
Ronald Ian Campbell, G.C.M.G., C.B., 
tetire at the Annual General Court of Pro- 
prietors on February 28. Both are being 
nominated for re-election. 


Link with Commonwealth 


_ Last year, in referring to the increase 
in the Capital Stock of the Bank, I said 
that it would strengthen the ratio of our 
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Capital and Reserves to the Deposits of 
the Group and also provide funds to enable 
us to take advantage of any opportunities 
which might arise for further expansion of 
our business. Shortly afterwards, in pur- 
suance of our policy of widening our 
interests Overseas, we acquired, along with 
our Associated Company, The British 
Wagon Co. Ltd., an interest in the Share 
Capital of Associated Securities Ltd., one of 
the leading Australian hire purchase com- 
panies. We have every confidence that this 
investment will prove profitable in the years 
to come and, quite apart from this aspect, 
we feel that it was a noteworthy step to 
have taken at a time when there is a great 
need for direct investment by British con- 
cerns in the developing countries of the 
Commonwealth. This link which we have 
established with Australia provides us with 
the opportunity of playing a part, however 
small, in the development of the economy of 
that country with whose people we have 
strong ties of kinship and friendship. 

The new Stock Issue met with a satis- 
factory response. 97.12 per cent. of the new 
Stock, provisionally allotted, was taken up 
by the Proprietors or their nominees and 
the rights to the balance of 2.88 per cent. 
were sold in fulfilment of the undertaking 
given and the net proceeds divided pro rata 
amongst the Proprietors who did not exer- 
cise their rights. 

There was also an excellent response by 
the Staff of the Group to the offer of 
£162,500 of Stock made available to them. 
Applications received numbered 3,194 and 
all members of the Staff who applied 
received allotments in accordance with a 


formula which took into account their 
length of service with the Group. 

Our United States Office in New York 
has now been functioning for fully a year 
and during that time I am pleased to say 
that our Representative there has been able 
to give assistance and advice to many of the 
Group’s customers. In addition, he has 
had the opportunity of welcoming in New 
York a number of customers who were 
visiting the United States. 

A further development of our policy of 
providing a comprehensive service of in- 
formation for the customers of the Group 
is the establishment of a Central Intelligence 
Bureau in London. The services of the 
Bureau are available to any of our customers 
who may wish to have information about 
markets or sources of raw materials and 
indeed on any matters concerning trading 
conditions anywhere in the World. 

These developments were undertaken 
primarily for the benefit of customers and 
we trust that full advantage will be taken 
of the specialised services provided by our 
United States Office and by the new Intelli- 
gence Bureau. 


The Year’s Results 


Accompanying this Statement is a copy 
of our Annual Report and Accounts for 
1960. I am sure you will derive satisfaction 
from the excellent results disclosed. The net 
profit of £1,033,872 is the highest ever 
recorded by the Bank and the Court of 
Directors recommend the payment of a 
final dividend of 10 per cent. actual, which if 
approved will, with the interim dividend of 
84 per cent. already paid, make 184 per cent. 
for the year, that is 14 per cent. more than 
the rate forecast a year ago at the time of the 
Rights Issue. This favourable result was 
in large measure due to the higher level 
of advances throughout 1960. The funds 
provided by the Rights Issue assisted us in 
meeting the needs of our customers for 
additional accommodation for business pur- 
poses. The high rates of interest which 
obtained during part of the year also made a 
contribution to our increased profit. On the 
other hand, our costs rose appreciably, 
principally as a result of a revision of 
salaries in the summer when the general 
level of remuneration paid to our Staff was 
raised. The salaries were increased more at 
certain levels than at others and the up- 
ward adjustments were not at a uniform 
rate throughout the whole range. The cost 
of the increases granted added approxi- 
mately 10 per cent. to our salary bill. The 
Regulations of our Staff Pension Fund 
provide that it is the salary at the date of 
retirement which determines the amount of 


pension payable, and it follows that om 
every occasion when a revision of the salary 
structure takes place, a considerable addj. 
tional provision for future pensions has ty 
be made in respect of back service. 

I should also add that the existing Pep. 
sioners who served the Bank so well in the 


past have not been overlooked. Increases 
have been granted to them to ease the effect 
of the rise in the cost of living which has 
taken place in recent years. This is not, of 
course, the first occasion on which we haye 
granted increases to our Pensioners. 

Our other costs continue to rise and it 
may be too much to expect that the high 
profit now reported will be maintained in 
the current year unless we are successful in 
attracting further deposits to swell our 
resources. 


Advances and Deposits 


i have mentioned that one of the reasons 
for the high profit of the year was the 
growth in our lending. Our Advances at 
the end of 1960 amounted to £63,042,591, 
a rise of almost £6 million over the corre- 
sponding figure for 1959. At times during 
the year our Advances were higher than the 
year-end figure, which represents a ratio of 
approximately 41.1 per cent. of our Deposits 
and Notes in Circulation. ‘There was no 
corresponding increase in our Deposits, 
which on the average remained at practically 
the same level as in 1959. 

The Deposits of the Banking system of 
the United Kingdom as a whole have not 
shown the expansion which one might have 
expected—due perhaps to the success of 
the Government’s monetary policy which 
has been aided in this respect by the inflow 
of funds from abroad. It is partly due also 
to the fact that Deposits are still being 
attracted away from the Banks by the high 
rates of interest offered by hire purchase 
finance companies and _ obtainable on 
Treasury Bills and also on Tax Reserve 
Certificates on which the interest is free 
of Income Tax, Surtax and Profits Tax. 
This would become a serious matter for the 
Banks and indeed for the country if tt 
affected their capacity to satisfy the needs 
of industry and commerce for trading and 
seasonal advances and make it difficult for 
the Banks to provide credits for an i 
creased volume of exports. 

Over recent years the Scottish Banks have 
experienced a much smaller proportionatt 
increase in their Deposits than the Eng 
Banks. This failure to keep pace with the 
rate of expansion in England is due in large 
measure to the special circumstance that the 
Scottish economy, because of its over 
dependence on the capital goods industries, 
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has been less buoyant than the economy in 
England. 


Strong Liquid Position 
Our Balance Sheet again shows a strong 
liquid position. The liquid items consisting 


of: 
Coin, Bank Notes and Balances 





with the Bank of England... £22,111,396 
Balances with, and Cheques in 

course of collection on, 

other Banks in the British 

Isles ss By is 9,885,141 
Money at Call and Short 

Notice | 14,435,000 
Bills Discounted 13,442,842 

amounting in all to £,59,874,379 





represent 39 per cent. of Deposits and Notes 
in Circulation. 

The increase in our advances made it 
necessary for us to reduce our holdings of 
British Government Securities. Those 
held at the end of the year, valued in con- 
formity with our usual practice, at or under 
market value, appear in the Balance Sheet at 
£20,634,000. ‘Their average life is comfort- 
ably less than 10 years; no one investment 
has a period of more than 103 years to run 
to maturity. 


Appropriation 

From the profit available after providing 
for the final dividend it is proposed to 
appropriate £150,000 to our Published 
Reserve Fund, which at December 31, 1959, 
stood at £5,900,000. As indicated in my 
Statement a year ago, it was our intention to 
apply part of the premium resulting from 
the Rights Issue to bring the Reserve Fund 
up to £7,600,000. In addition to this 
transfer of £1,700,000 and the £150,000 
allocated from this year’s profits, a sum of 
£850,000 was available from the revaluation 
of the holdings in our Subsidiary Banks 
and these sums, amounting in all to 
{2,700,000, have raised our Reserve Fund 
to £8,600,000. Just before the end of the 
year Williams Deacon’s Bank Ltd. capitalised 
£500,000 of their Reserve Fund, thereby 
increasing their Paid Up Capital to 
£3,000,000. By a transfer of £500,000 from 
Inner Reserves and £250,000 from Profit 
and Loss, their Reserve Fund now stands at 
£2,750,000. Glyn, Mills & Co. allocated 
£100,000 from their Profit and Loss to 
increase their Reserve Fund to £1,400,000. 

For both Williams Deacon’s Bank Ltd. 
and Glyn, Mills & Co. 1960 was a successful 
year. Each has reported higher profits and, 
as a result, the Consolidated Profit of the 
Group at £1,537,068 is an “ all time high.”’ 
The aggregate Advances of the Group stood 
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at £154,712,666, an increase of over £18 
million on the total of a year earlier. The 


aggregate Deposits of the Group amounted 
to £348,693 ,340. 


Special Deposits 


There is a new item in all our Balance 
Sheets, “‘ Special Deposit with Bank of 
England,’’ to which I wish to make special 
reference. ‘These represent calls made on 
the Banks in the year under review in 
accordance with the terms of the Scheme 
devised in July 1958 when the then existing 
controls over credit were withdrawn. The 
object was to have available a Scheme 
ready to be put into operation if some addi- 
tional means should be considered necessary 
to reinforce the existing machinery of interest 
rates and open market operations in order 
to restrain an increase in Bank advances. 
The Special Deposits Scheme was presented 
in 1958 as a purely interim measure pending 
the issue of the Report of the Radcliffe 
Committee. ‘The Committee did not, in 
fact, recommend the Scheme as a permanent 
form of machinery for controlling the level 
of Bank Advances. Yet notwithstanding 
this the Scheme was put into operation in 
the spring of 1960 at a time when, because 
of the high level of consumer expenditure, 
the economy showed visible signs of over- 
strain which had continued despite the 
raising of Bank Rate from 4 per cent. to 
5 per cent. on January 21, 1960, described 


_ by the Authorities as a signal in the direction 


of caution. 

The first call for Special Deposits was 
made in April last, the Banks being given a 
period of two months in which to make the 
appropriate lodgment with the Bank of 
England, and at the same time controls over 
hire purchase were reinstated. A second 
call for Special Deposits was made in June 
and Bank Rate further increased from 5 per 
cent. to 6 per cent. The rate for Special 
Deposits imposed on the Scottish Banks 
was restricted to one half of that applied 
to the English Clearing Banks, because of the 
particular circumstances prevailing in Scot- 
tish Industry, which had not experienced 
the same degree of expansion as industry in 


the South. 


Unfair Discrimination 


The state of the economy as a whole, 
however, undoubtedly made action of some 
kind necessary, if only to put a brake on the 
ever-increasing expansion in home con- 
sumption which was responsible for keeping 
our imports at a high level while exports 
were tending to decline. I am nevertheless 
critical of action which singles out and im- 
poses restrictions on the Joint Stock Banking 


system and does not bring similar pressure 
to bear upon the other groups of short- 
term lenders. This is unfair, a point which 
was clearly recognised by the Radcliffe 
Committee. Having said this I admit that, if 
restraints are to be imposed on the Banks, 
we prefer the Special Deposits Scheme to 
the restrictions used in earlier years. 


It has also to be recognised that any form 
of restrictions designed to act upon the level 
of banking advances cannot be immediately 
effective because of the gap which always 
exists between the total of credit limits 
agreed and the amounts drawn. It has often 
been said, and I make no apology for re- 
peating it here, that the level of Bank 
advances cannot be regulated like the flow 
of liquid by the mere turning on and off of a 
tap. ‘Touches on the brake and accelerator 
too frequently applied cannot but be harm- 
ful to the economy. ‘This does not help 
**to foster conditions in which the nation 
can .. .. realise its full potentialities for 
growth in terms of production and living 
standards ”’ which, in the 1956 White Paper 
on the Economic Implications of Full Em- 
ployment, was clearly stated to be an objec- 
tive of Government financial and _ fiscal 
policy. We must aim at securing a steady 
and sustained expansion in both production 
and productivity. No one should under- 
estimate how really delicate this task is in an 
economy always so precariously balanced as 
ours. It involves maintaining a proper 
balance between investment and consump- 
tion and also between investment in the 
private and public sectors of industry. A 
question arises as to what extent our recur- 
rent crises have been due to the Govern- 
ment’s deficit budgetary policy. I cannot 
but feel that we would go a long way towards 
solving some part of our difficulties if the 
Government were to reduce substantially 
the over-all deficit which it leaves each year 
to be met by borrowing. There are two ways 
in which this can be accomplished. One 
would be to increase taxation, but this is 
already too high, and should be reduced 
rather than increased. The other is to cut 
back on Government spending, if not in 
absolute terms, then certainly in the pro- 
portion it bears to the Gross National 
Product. 


The Scottish Economy 


In reviewing the state of the Scottish 
economy in particular, one is encouraged to 
hope that the developments which are now 
going ahead to bring new industries here 
will remove some of the imbalance which has 
hitherto obtained. The fact that two of the 
larger groups in the Motor Industry are to 
build plants in Scotland is only one of the 


reasons for the existence throughout th 
country of a more optimistic outlook aboy 
the industrial future. It may, perhaps, seem 
an unpropitious time for the industry to be 
proceeding with plans for increasing its pro. 
ductive capacity, but the industry op. 
fidently asserts, despite the present recession, 
that the long-term potentialities for jp. 
creasing sales remain good. 


Other encouraging features are the de. 
cisions to proceed with the Clyde graving 
dock and the building of a road bridge oyer 
the Tay at Dundee; the progress being 
made with the erection of the Forth roag 
bridge; and the progress of the new Steel 
Strip Mill at Ravenscraig which, as I haye 
said on a previous occasion, will provide a 
really great opportunity to secure the most 
substantial contribution yet to the diversj- 
fication of Scottish industry. 

On the whole, 1960 was not a bad year 
for Scotland. The basic industries benefited 
from an increase in the investment pro- 
gramme. Figures of industrial output in the 
second half of the year are not yet available, 
but there was an increase of 6 per cent. 
in the first half of the year over the corre- 
sponding period in 1959 and all the indica- 
tions are that the aggregate output for the 
whole year will show a reasonably satis- 
factory increase over the 1959 output. This, 
of course, gives no cause for complacency, 
particularly as the level of unemployment in 
Scotland is still running at approximately 
twice the level for the United Kingdom asa 
whole. 


Shipbuilding 


Shipbuilding, upon which such a large 
proportion of our people are dependent for 
their livelihood, is now in the midst of a 
depression with empty berths and _ the 
situation worsening all the time. The Report 
of the Economics Committee of the Depart- 


ment for Scientific and Industrial Research . 


into the “‘ Research and Development Re- 
quirements of the Shipbuilding and Marine 
Engineering Industries ’’ makes depressing 
reading. It stresses that the British ship- 
building industry is facing severe com- 
petition—for which it is not well prepared— 
in a world where the shipbuilding capacityis 
far in excess of foreseeable demand for some 
years ahead. Production costs are too high; 
yet, despite this, claims for higher wages 
have recently been pressed and granted. I. 
prospects are far from bright and some major 
reorganisation of the industry may become 
necessary if it is successfully to counter the 
competition from overseas yards. There 

be great disappointment in Scotland if the 
order for the new Cunarder is not awarde 
to the Clyde—the work it would provide m 
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many sections of industry would alleviate 
to some extent the unemployment problem. 


Agriculture 


The year was one which the agricultural 
community will have no reason to look back 
upon with pleasure. Agriculture is an indus- 
try which experiences wide variations in the 
conditions under which it has to operate, 
but it can seldom have encountered such 
a series of difficulties as it did in 1960. The 
weather throughout the summer and autumn 
could hardly have been worse. An unusually 
wet summer was followed by an abnormally 
wet autumn and the harvest was one of the 
most protracted and difficult in_ living 
memory. Despite this, some of the yields 
reported were surprisingly good. The in- 
dustry suffered a further setback towards the 
end of the year when serious losses of cattle 
were suffered through outbreaks of foot and 
mouth disease in various parts of the 
country. Fortitude has always been one of 
the qualities of the farmer, and though 
bruised and disheartened by the tribulations 
of 1960 they are pressing on with their pre- 
parations for this year’s sowing in the hope 
that 1961 will be a better year. It could 
hardly be a worse one. 


Whisky 
The Whisky Industry has once again 
made its usual valuable contribution to the 
country’s earnings of foreign currency. In 
the year under review exports of whisky to 
the United States increased to much the 
same extent as in 1959. 


Wool 

The United States of America has with- 
drawn the quota system applied to the im- 
ports of woollen goods and replaced it with a 
higher uniform tariff. This has introduced 
anew note of uncertainty for the woollen 
industry which has an important place in the 
Scottish economy. I trust that, even with the 
higher import tariff, it will be able to main- 
tain, and perhaps even increase, the level of 
its sales to the United States. The industry 





was busy in 1960 and achieved some success 
in expanding its exports to markets in 
Europe and other parts of the world. 


Scotland’s Natural Resources 


About eighteen months ago the Scottish 
Council (Development and Industry) set up 
a Committee under the Chairmanship of one 
of our Directors, Mr. L. A. Elgood, to 
enquire into the natural resources of Scot- 
land and their potentialities for development. 
The first fruits of the Committee’s work 
were revealed at a Symposium held in 
Edinburgh in October, and the papers sub- 
mitted and the discussion thereon will 
together represent the most comprehensive 
record yet prepared of the natural resources 
of Scotland. They clearly demonstrated that 
Scotland has a plentiful supply of resources 
of all kinds, and Mr. Elgood’s Committee 
is now examining ways in which these 
resources may be developed most efficiently. 
It was appropriate that this enquiry should 
have been undertaken at a time when we 
stand on the threshold of new technological 
developments. 

In conclusion and in referring to the Staff 
I should like to express regret that early in 
1960 the Joint Conciliation Machinery for 
dealing with salaries and conditions of service 
throughout the Scottish Banking Industry as 
a whole was terminated. 


Tribute to Executive and Staff 


I should like to pay particular tribute to 
the work of the Staff of the Bank who have 
had a difficult year in giving practical effect 
to the changes of credit policy to which | 
have referred. This work has been heavy 
not only at Head Office but also at our 
Branches, where the Bank’s relationship with 
its customers is the keystone of our success. 

I should like, therefore, to express our 
sincere appreciation and thanks to the 


General Manager, Mr. Ballantyne, and his 
Assistant General Managers, the Branch 
Managers and all their supporting Staff, 
both men and women. 
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HE 33rd annual general meeting of 
Bowmaker Limited was held on 
February 28 in London. 

In the course of his circulated state- 
ment, the Chairman, Sir Arthur Morse, 
K.B.E., in drawing attention to the re- 
imposition of financial controls in the 
second half of the company’s financial 
year, said that the year under review 
might conveniently be divided into two 
contrasting periods of virtually six 
months each. As a result of a high level 
of business activity in the first half of 
the year a continued increase in turnover 
had been experienced, and _= although 
during the second half hire purchase 
controls were reintroduced, it was satis- 
factory to report that the rate of turnover 
had been maintained. It was only since 
the commencement of the new financial 
year that a falling off had taken place. 

Sir Arthur continued: The year’s 
results were adversely affected by two 
main factors. The two increases in Bank 
rate added over £500,000 to the cost 
of the group borrowings then outstand- 
ing, while provision for bad and doubtful 
debts was higher than usual. 

The so-called credit squeeze, and par- 
ticularly the curtailment of the period of 
hiring, has had its repercussions, direct 
and indirect, on the bad debt position. 
One economic fact which should have 
been self evident has been highlighted 
in the past few months, namely, that 
merely making it more difficult for 
manufacturers to sell their products at 
home does not in itself make any con- 
tribution to the expansion of our export 
market. 

At the close of the year ended on 
October 31 last, hire purchase debtors 
of our group had increased to £69,227,155, 
compared with £51,100,891 at the cor- 
responding date in the previous year 


and only £22,394,197 in October, 1958. 


Accounts 


The group profit for the year, before 
tax, and after making provision for bad 
and doubtful debts, amounted to 
£1,676,614, as compared with {2,303,851 
in the previous year. After providing 
£735,854 for taxation, there remains a 
group profit after tax of £940,760. 

The inferim and final dividends on the 


BOW MAKER LIMITED 


An Active and Difficult Year 


ordinary capital total 18 per cent, less 
tax, and are virtually the equivalent of 
the 273 per cent, less tax, paid on the 
smaller issued capital last year. 
Having reviewed the activities of the 
operating subsidiary and associated com- 
panies which comprise Bowmaker (Com- 
mercial) Limited, Yeoman Credit 
Limited and Midland Counties Motor 
Finance Company Limited, Bowmaker 
(Ireland) Limited, Bowmaker (C.A)) 
(Pvt.) Limited and Bowmaker (Plant) 
Limited, Sir Arthur continued: 


Continental Europe 


- A major development during the year 
has been our incursion into Europe in 
association with Lloyds and Scottish 
Finance Limited and a group of private 
continental bankers headed by E. Gutz- 
willer and Company, of Basle. A new 
holding company, Société Holding de 
Financement et de Crédit S.A. (“‘ Euro- 
credit’) has been incorporated in 
Switzerland with a capital in Swiss francs 
of the approximate sterling equivalent of 
£2 millions. One-third of the capital is 
being subscribed by Bowmaker Limited. 

It is the intention that the holding 
company shall acquire interests in estab- 
lished finance companies operating in 
Western Europe. Whilst this project is 
essentially long term, it should prove a 
profitable investment in the future. 


Conclusion 


The review of the activities of the 
group during the past financial year 
reveals a setback after many years of 
progress. As far as the current year is 
concerned, I do not propose to attempt 
any forecast. Bank rate has fallen and 
that will reduce the cost of our borrow- 
ings. There has been the recent relaxa- 
tion in hire purchase controls, but it is 
too early to assess the extent to which this 
easing will improve conditions in the 
motor industry and in the consumer 
durable field and, in turn, what its effect 
may be on our turnover, which has been 
at a lower level during our current 
financial year. What is certain is that 
consumer credit will continue to grow in 
this country and present conditions repre- 
sent only a pause in that development. 

The report and accounts were adopted. 
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STATE COMMERCIAL BANK, 


BURMA 





Review of Economic and Business Conditions during 1959-60 





Report of the Board of Directors of 
the State Commercial Bank, Burma, 
for the year ended June 30, 1960: 

The year under report witnessed the 
holding of the Parliamentary Elections 
throughout the country in March, 1960, 
and the handing over of the reins of 
Government by General Ne Win to U Nu 
who was returned to power with an im- 
pressive mandate from the people. 

The year also witnessed an increased 
tempo of economic activity and a sharp 
recovery in business conditions. In fact, 
it was heartening to see that the new vigour 
in the economic and business life of the 
nation was moving along healthier and 
more rational trends. 

With greater emphasis placed on agri- 
culture, agricultural production had reached 
for the first time its pre-war level, while 
concentrated attention given to nurture and 
develop existing industries, in preference 
to promoting new projects, had brought 
good returns. 

In transportation, greater stress was laid 
on expanding and improving the internal 
lines of communication in order to meet 
the growing demands of productive and 
distributive business, while unprofitable 
external services were either given up or 


Tre: following are extracts from the 


_severely curtailed. 


International trade took a new favourable 
turn, reaching high levels and producing a 
satisfactory trade surplus. ‘The export of 
rice and rice products, which forms the 
backbone of the country’s economy, reached 
anew record. There was a further relaxation 
of the Government monopolies in trade, 
and a more realistic system of distribution 
of commodities throughout the country 
was enforced. 

The banking system which was relatively 
idle in the year 1958-59 became reactivated 
and financing of business was done on a 
larger scale, thereby necessitating the draw- 
ing down of investments. 


Money Market 
Reversing the trend of the previous year, 
total money supply declined from K 202.3 
crores to K 201.5 crores during the year 
ended June 30, 1960, due primarily to a 
decline of K 4.3 crores in private money 
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supply, comprising notes and coin and 
demand deposits. The factors influencing 
this decline were the substitution of bank 
credit for State Agricultural Marketing 
Board credit in the procurement of paddy 
and the greater outflow of funds abroad to 
pay for imports. On the other hand, there 
was an increase in the money supply in the 
Government sector from K 40.5 crores in 
June, 1959, to K 43.7 crores this year, due 
to reduction of capital expenditures by the 
Government and to increased contributions 
from the State Boards and Corporations. 


Money Rates 

Influenced by fairly steady conditions in 
the money market, the various money rates 
remained unchanged throughout the year. 
Inter-bank call money was also quoted at 
the normal off-season rate of 1 per cent 
from July to October, 1959, with the usual 
increase to 14 per cent during the paddy 
season beginning November, 1959. The 
demand for call loans during the paddy 
season was not, however, heavy as the 
banks remained fairly liquid. The liquidity 
of the banking system during the paddy 
season was assisted to some extent by loans 
made by the State Agricultural Marketing 
Board to national banks for the first time 
in order to enable the latter to finance the 
rice millers who were supplying rice and 
rice products to the State Agricultural 
Marketing Board. Such loans made by the 
State Agricultural Marketing Board carried 
a rate of interest at 2 per cent and was 
availed of by three banks to the extent of 
K 158 lakhs in all. 


Capital Market 

According to available data, the Govern- 
ment issued a total of K 16.31 crores as 
loans to the various State Boards and Cor- 
porations during the ten-month period, 
July, 1959, to April, 1960. 

Two State Boards obtained further capital 
from the Union Bank of Burma through 
the medium of the additional issues of 
Government - guaranteed debentures in 
favour of that bank. 

During the year, institutional investors 
took up K 2.12 crores worth of debentures 
from the holdings of the Union Bank of 
Burma, which thus declined from K 40.40 








crores on June 30, 1959, to K 39.56 crores 
on the same date this year. 


Trade and Exchange 


The adverse trend in trade, which per- 
sisted for the past two years, was arrested 
during the year under report, for which 
provisional figures indicate a trade surplus 
of K 6.39 crores. The level of trade was 
also well above that of the previous year, 
both exports and imports having advanced 
by 41 per cent and 25 per cent respectively. 

A post-war record of 2.27 million tons of 
rice and rice products was exported during 
the period July, 1959 to June, 1960, as 
against 1.39 million tons exported during 
the same period last year. The export 
value was also much higher at K 94.08 
crores as against K 62.56 crores last year. 
This was due chiefly to a good rice crop 
and in part to the encouragement given by 
the Government to private trade. Although 
a major part of the rice exports was sold 
on Government-to-Government basis, the 
share of private trade was higher this year 
than in the previous years. 

The export of other commodities such 
as paraffin-wax, raw rubber, tobacco, maize, 
beans and gram registered slight falls, while 
the export of other pulses, potatoes, teak 
and hardwood, base metal and ores showed 
slight increases. Ojil-cakes, raw cotton, 
hides, skin and leather, petroleum and 
petroleum products continued to make in- 
creasing contributions to export income. 


In the field of imports, Governments 
policy to slow down further industrializatigy 
had tipped the scales heavily in favour of 
consumer goods, which comprised aboy 
74 per cent of the total imports as againg 
60 per cent last year. 

According to data available for nine 
months up to March, 1960, India replaced 


Indonesia as the leading customer, taking — 


in about 24 per cent of Burma’s exports, 
Indonesia, Ceylon and Pakistan followeg 
with 14 per cent, 12.5 per cent and 10 per 
cent respectively. On the imports side 
Japan replaced United Kingdom as the 
principal supplier, accounting for about 
21 per cent of Burma’s imports. United 
Kingdom, India and China followed with 
19 per cent, 14 per cent and 9 per cent 
respectively. 

To enhance the usefulness of the Joint 
Venture Corporations in general and more 
particularly to bring down prices, radical 
changes were introduced in the character 
and functions of nine existing Joint Venture 
Corporations during the year. The mono- 
poly given to the Corporations for import 
and distribution of textiles, foodstuffs and 
general hardware was abolished by issue of 
licences for such goods to private trade also, 
At the same time, the Corporations were 
allowed to take up other lines of business 
in competition with private trade. 

The balance of payments for the year 
1959 showed an overall surplus of K 123 
crores, which was lower than the surplus of 
K 14.7 crores for 1958. Both receipts and 


STATE COMMERCIAL BANK, BURMA 
Balance Sheet as at June 30, 1960 





LIABILITIES 
K K 
CAPITAL: 
Authorized 5,00,00,000 
Issued and Paid 
See e\e's ..  2,00,00,000 
2,00,00,000 
RESERVE FUND os 75,00,000 
PROFIT AND Loss ACCOUNT 30,80, 204 
Deposits (including Current, 
Savings, Fixed, Special and 
Call Deposits) . . ‘s 52,25,01,004 
BiILLs PAYABLE 1,63,69,727 
BORROWINGS Se 3 cf — 
OTHER LIABILITIES AND ACCOUNTS  3,36,21,614 
ACCEPTANCES, ENDORSEMENTS AND 
GUARANTEES PER CONTRA 17,86,62,494 





78,17,35,043 


ASSETS 
K K 
CasH: 
In hand and with 





Union Bank... 7,86,33,921 
With other Banks  5,24,65,962 
With Treasuries 1,79,62,93 
14,90,62,818 
MONEY AT CALL AND SHORT 
NOTICE .. ; 


BILLs PURCHASED AND DiscounTeD — 1,10,08,389 








LOANS, ADVANCES AND OVER- 
DRAFTS (after providing for bad 
and doubtful debts) _. 10,74,14,526 
INVESTMENTS: 
Government and 
Government 
Guaranteed 
Securities 32,33,27,460 
Other Securities — 
32,33,27,460 
OTHER ASSETS AND ACCOUNTS 1,22,59,356 
ACCEPTANCES, ENDORSEMENTS AND 
GUARANTEES PER CONTRA 17,86,62,4% 
78,17,35,043 
IS 
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payments were, however, on a higher level 
compared with 1958. 


Operations and Organization 


The year under review witnessed a 
marked expansion in the Bank’s business. 
Deposits continued to rise, from K 4,807 
lakhs last year to K 5,225 lakhs this year, 
and so did the number of customers. 

The proportionate increase in the number 
of private customers’ accounts at the 
branches was greater than at the Head 
Office, indicating that increasing use was 
being made of the banking services by the 
general public in the districts. This is a 
promising feature in the promotion by the 
Bank of banking habit throughout the country. 

Total deposits of K 5,225 lakhs on 
June 30, 1960, represented 50.8 per cent 
of total deposits of all commercial banks in 
Burma on that date as compared with 
49 per cent last year. 

During the year, the Bank drew on its 
investments to the extent of K 384 lakhs 
in order to meet a greater demand for loans, 
overdrafts and discounts. On June 30, 
1960, the investments stood at K 3,233 
lakhs, made up entirely of short- and 
medium-term Government securities valued 
at prevailing market rates on that date. 

Reflecting a further growth in the Bank’s 
volume of business, the Balance Sheet total 
reached the highest figure so far of K 7,817 
lakhs. 

Gross earnings for the year under report 
increased K 46.99 lakhs, or 32.6 per cent 
over those of the previous year and 
amounted to K 191.20 lakhs. A large ex- 
pansion in both domestic and foreign busi- 
ness brought substantial gains in income 
under Interest, Exchange and Commission. 
There was, however, a slight fall in income 
under Discount, resultant on a drawing 
down of investments in Treasury bills. 

Total profits available for distribution 
amounted to K 167.30 lakhs, made up of 
the net profit of K 140.36 lakhs for the year 
and the balance profit of K 26.94 lakhs 


TO BANK MANAGERS 
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brought forward from the previous year. 

The operating results of the Bank had 
continued to improve year after year and 
the Bank had therefore been able to declare 
a higher dividend each year. The dividend 
declared for the year under report was 
16 per cent, as against 14 per cent for 
1958-59, 12 per cent for 1957-58, 10 per 
cent for 1956-57 and 7 per cent for 1955-56. 


Foreign Business 


The Foreign Department had a record 
year in terms of the value of business 
handled, surpassing the previous peak year 
of 1956-57, 

The Bank’s share of the total foreign 
business of the country had advanced from 
about 42 per cent last year to 47 per cent 
this year. ‘The share of import business 
financed by the Bank was very impressive 
at 74 per cent of the total transactions, 
while the share of export business amounted 
to just over 35 per cent. Other trans- 
actions, both receipts and payments, handled 
by the Bank were to the extent of about 
24 per cent of the total. 

To meet payments abroad, a total of 
approximately {£8 million was purchased 
from the Union Bank of Burma and other 
banks during the year, as against {11 
million in the previous year. Although 
payments for imports were approximately 
85 per cent higher, the proceeds of rice 
sales on a Government-to-Government 
basis collected by the Bank also reached a 
much higher figure which explains the 
above decrease of £3 million in purchases 
of sterling from the banking system. 

Four new branches were opened at 
Pakékku, Myaungmya, Myitkyina and Mer- 
gui during the period December, 1959, to 
March, 1960. The sub-office at Myaungmya 
was converted into a full branch and three 
new sub-offices were opened at Maubin 
and Thatén in October, 1959, and at Bogale 
in January, 1960. Inclusive of the new 
offices, the Bank now has a total of 19 
branches and four sub-offices. 


Please consult us—we have been established 
1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 


We will gladly advise you free of charge 


SPINK & SON, LTD. 


5,6 and 7 King Street, 
St. James’s, LONDON, S.W.1 


Tel.: WHIitehall 5275 
5 lines 











secrcuscener paint: ROGIER GET SOE Si a x CL Se es Os 
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HOUSING and NURSING accommodation is now provided by the 
Pensions Board for over 450 aged people of the parsonage. 


PENSIONS are being paid to over. 1,300 CLERGY WIDOWS 
& dependants who would otherwise have insufficient on-which to live. 


The Pensions Authority of the Church of England has accepted 
the challenge to find £100,000, the cost each year—will YOU help? 


Please send YOUR personal contribution or your P.C.C. subscription to Mr. W. H. OATLEY, O.B.E., F.CA 


THE SECRETARY & TREASURER, THE CHURCH OF ENGLAND PENSIONS BOARD 
$3, TUFTON STREET, LONDON S.W.1 


(forms of legacy and other information gladly sent on ‘aii 











0/ DISCOUNT ; 
1 0 ON EVERYTHING Before DISPOSING OF 


PHOTOGRAPHIC 


ALL MAKES OF CAMERAS, FILMS, VALUABLE SILVER OR JEWELLERY 
PROJECTORS, BINOCULARS, TYPE- 
WRITERS, TAPE RECORDERS, ON BEHALF OF YOUR CLIENTS 
SHAVERS, WASHING MACHINES, 
LAWN MOWERS, REFRIGERATORS, CONSULT 
RADIOS, HI-FI, PENS, BOOKS, ETC. ° 
223°, FURNITURE AND CARPETS Kirkby & Bunn 
Full Guarantees, All makes, Consult us on Cars 


and Scooters 


City Discount Trading Co. 


9 DRYDEN CHAMBERS, 119 OXFORD Offers made in Confidence. 
STREET, LONDON, W.1. ’Phone: REG. 2918-9 


44 OLD BOND STREET, LONDON W|I 




















COMPLETE BANKING FACILITIES 
FOR TRADE WITH JAPAN 
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: THE TOKAI BANK, LTD. 
a IT earn eta mat 


wren Head office: Nagoya, Japan 


mm a_i on 175 offices throughout Japan 


erin 





: aa Representative offices: London, New York 
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SCOTTISH 
Lire 


ASSURANCE 
COMPANY 
LIMITED 


RECORD BONUS 


DECLARATION 
of 
£2. 18/-% 


Until further notice the INTERIM 
BONUS will be at the same rate and a 
SPECIAL INTERIM BONUS of 


10% 


on all declared bonuses attaching as at 
December 31, 1960 will be payable on 
claims by death or maturity. 











WALNUTS 
FOR THE 
SAILOR'S WIDOW . 


A Nottingham Sailor who died in 1764, left to his wife a 
gross of walnuts because “* she preferred cracking them 
to mending my socks” . . . possibly “ Nuts to you” isn’t 
a native American epithet after all. 


When advising on wills and bequests 
remember the 


N-S°-P-C-C 





DO YOU KNOW... 


that the Sun Life Assurance Company of Canada 


. 


* 


* 


* 


* 


started business in this country in 1893, and now 
has THIRTY-THREE Branch Offices in England, 
Wales, Scotland and Ireland. 


has over TWO HUNDRED AND THIRTY THOUSAND 
policies issued in these countries, representing 
assurances in force of more than TWO HUNDRED 
AND EIGHTY MILLION POUNDS. 


was the first company in the world to issue 
*“Unconditional Policies’. Once a policy is issued, 
its holder may reside wherever he wishes and 
engage in any occupation without alteration of the 
terms of his policy. 


has total assurances in force of over TWO THOUSAND 
SEVEN HUNDRED AND FORTY MILLION POUNDS. 


has Assets in excess of SEVEN HUNDRED MILLION 
POUNDS. = 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(Incorporated in Canada in 1865 by Act of Parliament 
as a Limited Company) 
J. L. HARRIES (General Manager for 
Great Britain and Ireland) 


196, Sun of Canada House, Cockspur Street, London, 8.W.1. 
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Statue or Hospital ? 
BOTH COMMEMORATE, ONLY ONE SERVES 


1961 calls for special thought of Miss 
Nightingale and her Hospital. Here, 

as Lady Superintendent, she proved 
herself and her genius. 


Send in gratitude a Gift to the Appeal Secretary, 


FLORENCE NIGHTINGALE 
HOSPITAL 
19 Lisson Grove, N.W.1. 





INCORPORATED BY ROYAL CHARTER 1727 
Head Office: ST. ANDREW SQUARE, EDINBURGH 








LONDON OFFICES: 





Chief London City Office: 3 BISHOPSGATE, E.C.2 


64 Brompton Road, S.W.3 
Burlington Gardens, W.! 
49 Charing Cross, S.W.! 


Other Offices in London 


44-45 Fenchurch Street, E.C.3 
97 New Bond Street, W.! 
8 West Smithfield, E.C.! 








GLYN, MILLS & CO. 


LONDON 





ASSOCIATE BANKS: 


WILLIAMS DEACON’S BANK LTD. 


MANCHESTER, LONDON & BRANCHES 
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DEFENCE 


BONDS 








Defence Bonds 


@ Earn 5% interest per annum. 
@ Are repayable after only 7 years, at the rate of £103 
for every £100 invested. 
@ Earn this 3% bonus U.K. income tax free. 
@ Do not have income tax on interest earned deducted at source. 


@ May be cashed before maturity. 


IN SEVEN YEARS 
5% Defence Bonds yield the equivalent of 


£5.12.6 


per cent (gross) per annum if you pay 
tax at the present standard rate of 7/9 


NEW 5% DEFENCE BONDS are on sale in £5 units 
and you can now hold £5,000 worth 


(exclusive of holdings of earlier issues) 


Full details can be had from your bank manager, stockbroker, or from 
your local Savings Committee, Post Office or Trustee Savings Bank. 


Issued by the National Savings Committee, London, S.W.7 
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Order and other financi 
your DIRECT nciol servi 
ECTORY today. You amen 
y need it tom 
orrow. 
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R. L. POLK & CO. 
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eshville 3, Tennessee 


























The Banker 


is obtainable from booksellers or newsagents, or fren] | 
The Circulation Manager, Bracken House, 10 Cannon Strethig 
London, E.C.4, for 42/- per year, including postage, 
Trial subscription 21/- for six months, including postage, — 
Special rate for students 24/- per year, including postage, | : 























For the convenience of overseas readers 
subscriptions can be paid in local currency to 
any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 
Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12, 
France. THE BANKER, 36 rue du Sentier, Paris 2 (e). 

Germany. THE BANKER, Drachenfels-strasse 1, Bonn. 

Belgium. W. H. Smith & Son Ltd., 71/75, Boulevard Adolphe Max, Brussels. 
Switzerland. Azed A. G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Rua Aurora, 960—salas 2 e 3, Sao Paulo. 


Or from Newsagents in all countries. 


If any difficulty is experienced please notify The Circulation Manager, Bracken House, 
10 Cannon Street, London, E.C.4 


TheBanker f= 


To: The Circulation Manager, 
The Banker, Bracken House, 10 Cannon Street, London, E.C.4 

















I/We enclose herewith remittance for £ ; ; for which please 
forward, by post, a copy of The Banker each month for a period of one year 


commencing with the current issue. 





INGIMNE occ ccccccceccccccsewiacntosuuee vs 7 
SUBSCRIPTION RATES aah Some | 


12 months £2:2:0 MND. ig 0 chin 0b 0803440450000 sonal 


U.S.A. and Canada $6.00 
(including postage) 




















